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Introduction 

HCFA  awarded  contracts  to  21  organizations  for  the  development  of 
Medicare  carpetitive  health  care  systems  in  24  cities  across  the 
country.  The  demonstration  projects  will  encourage  coirpetition  among 
insurers  and  providers  of  health  care  by  allowing  Medicare  recipients 
a  choice  of  alternative  health  plans.  Alternative  health  plans  will 
compete  for  beneficiaries  by  providing  more  attractive  benefits  at 
reduced  costs  to  the  beneficiaries.  Each  alternative  health  plan  will 
receive  payments  in  advance  for  each  enrolled  Medicare  iDeneficiary. 
The  prospective  payment  rate  will  be  95  percent  of  what  Medicare  would 
have  paid  for  each  enrollee  in  the  fee-for-service  system. 

Seven  organizations  have  been  awarded  contracts  of  nearly  $3.5  million 
for  initial  administrative  and  start-up  costs  over  a  5-year  period.  In 
addition,  contracts  have  been  awarded  to  14  organizations  where  admini- 
strative costs  will  be  part  of  the  capitation  payments  and  separate 
developmental  funds  will  not  be  required. 

In  nine  geographic  areas  throughout  the  nation  (Portland,  Oregon;  Oakland, 
California;  Los  Angeles,  California;  Minneapolis/St.  Paul,  Minnesota; 
Detroit,  Michigan;  Philadelphia,  Pennsylvania;  Boston,  Massachusetts; 
Worcester,  Massachusetts;  and  Miami,  Florida),  anywhere  from  two  to  six 
alternative  health  plans  will  corrpete  for  a  share  of  the  Medicare  market. 
In  15  other  areas,  one  alternative  health  plan  will  enter  a  Medicare 
market  for  tJne  first  time  under  a  risk  contract,  thus  creating  a  strong 
impetus  for  coirpetition  effects  to  take  hold. 

A  variety  of  ccsrpetition  models  will  be  tested  through  these  demonstrations: 

•  A  broker  model  for  area  AflPs  will  be  developed  by  Health 
Choice  in  Portland,  Oregon.  The  broker  will  perform 
centralized  enrollment  and  areawide  frtarketing. 

•  Blue  Cross  of  California  will  inplement  two  carpetitive 
alternatives  in  Santa  Barbara  including  a  preferred  provider 
organization.   (A  preferred  provider  organization  is  a  panel 
of  providers  which  provide  services  on  a  negotiated  fee 
schedule,  usually  at  a  discount.) 

•  Blue  Cross  and  Blue  Shield  of  Michigan  will  also  establish  a 
risk  sharing  preferred  provider  organization  in  the  Detroit 
area. 

«  Blue  Cross  of  Massachusetts  will  establish  a  Senior  Plan  Network 
with  four  HiyDs  in  the  State  with  a  ccxnmon  risk  sharing  mechanism. 


•  American  Association  of  Foundations  for  Medical  Care  will 
work  with  member  organizations  in  six  States  to  establish 
alternative  health  plans.  A  centralized  risk  reserve'  will 
be  established  and  managed  by  AAEMC.  A  similar  concept  will 
be  tested  by  Health  Plans  Corporation. 

•  The  Senior  Health  Plan  (originally  called  Service  Management 
Center)  will  operate  as  a  Social  Health  Maintenance  Organization. 
Its  benefit  package  will  cover  a  significant  amount  of  long-term 
care  services  which  will  be  used  to  keep  iirpaired  enrollees  in 
their  homes  and  out  of  institutions. 

•  Three  additional  HiyKDs  will  enter  the  South  Florida  market  where 
two  HMOs  are  already  offering  expanded  benefit  packages  to 
enrollees. 

•  Several  HMO  models  (closed  and  open  types)  are  to  be  tested 
where  plans  will  be  able  to  design  and  offer  a  benefit  package 
which  is  competitive  to  traditional  fee-for-service  benefits. 

Enrollment  for  these  21  organizations  is  projected  to  be  over  200,000. 


Contractor  -  Affiliated  Professionals 

HCFA  Contract  No.  -  500-82-0041 

Contractor  Address  -  P.O.  Box  283 

Excelsior,  Minnesota  "55331 

Principal  Investigator  -  Kathleen  Lewis 

Phone  No.  -  612 — 474-1176 

Service  Areas  -  Wayne,  Macomb,  and  Oakland  counties,  Michigan; 

Alameda  and  Contra  Costa,  California;  San  Diego,  Calif. 

Type  of  Project  -  Waiver  Only 

Multiple  Organizations  Involved  -  Henry  Ford  Hospital  (Detroit),  the 

Oak  Hill  Medical  Group  (Oakland), 
and  Scripps  Clinic  (San  Diego) 

Description  -  Affiliated  Professionals  (APRD)  is  an  HMO  management  firm 
headed  by  Dr.  Paul  Elwood.  APRO  will  create  a  new  corporation  called 
Affiliated  Professionals  -  Medicare  (MAPRO)  that  will  be  licensed  as  an 
HMO.  This  HMO  will  establish  a  network  of  three  service  delivery  sites.  . 
each  of  which  will  be  developed  around  one  of  the  core  multi-service 
provider  groups  listed  above.   Each  of  the  three  delivery  sites  will  be 
responsible  for  providing  comprehensive  benefits  to  enrollees  in  its 
service  area  either  directly  or  under  arrangements  with  other  providers. 
Each  site  will  share  in  financial  risk  for  services,  and  will  assist 
with  marketing  activities. 

MAPRO  will  contract  directly  with  HCFA  to  provide  enrollee  services  at 
the  three  sites,  and  will  accept  capitation  payments  from  HCFA  and 
reimburse  the  participating  providers.  MAPRO  will  develop  marketing 
strategies,  pay  claims,  bear  financial  risk  for  services,  obtain 
reinsurance  for  the  sites,  and  perform  other  administrative  services. 

MAPRO  will  enroll  only  Medicare  beneficiaries  at  the  three  sites.   All 
three  core  providers  currently  participate  in  HMO  programs,  but  none  of 
these  HMOs  currently  holds  a  Medicare  contract. 

APRO  proposes  to  test  a  health  status  adjustment  to  the  AAPCC  as  part  of  the 
demonstration,  but  has  not  yet  identified  a  specific  methodology.   It  also 
intends  to  conduct  a  study  of  service  utilization  in  the  last  year  of 
life. 

An  18-month  developmental  phase  is  scheduled,  after  which  the  demonstration 
project  will  be  operational  for  3  years.   It  is  anticipated  that  16,000  - 
23,000  Medicare  beneficiaries  will  enroll  at  the  three  sites  during  the 
project.  APRO  also  hopes  to  expand  the  network  to  other  sites. 


Competitive  Environment  -  Detroit  and  Oakland  have  been  designated  by 
HCFA  as  competitive  areas,  whereas  San  Diego  has  not.   It  is  anticipated 
that  three  other  Alternative  Health  Plans  will  be  competing  for  Medicare 
ertrollees  in  Detroit,  and  one  other  AHP  will  compete  in  Oakland,  California, 

Prior  History  of  Contractor  -  APRO  is  a  new  medical  care  delivery  firm 
which  was  formed  by  InterStudy.  APRO  will  deliver  health  care  services 
through  multi-specialty  medical  group  practices  operating  in  both 
prepaid  and  fee-for-service  modes,  in  multiple  locations  around  the 
country. 

HCFA  Project  Officer  -  Jerry  Riley 


Contractor  -  American  Association  of  Foundations  for  Medical  Care  (AAFMC) 

HCFA  Contract  No.  -  500-82-0030 

Contractor  Address  -  5410  Grosvenor  Lane;  Suite  210 

Bethesda,  Maryland   20814 

Project  Director  -  Boyd  Thompson 

Phone  No.  -  (301)  493-9552 

Service  Area  -  (1)  Kent,  Queen  Anne's,  Talbot,  Caroline,  Dorchester, 

Wicomico,  Worcester,  Somerset,  Cecil  counties,  Maryland; 
(2)  Lapeer,  Shiawassee,  Genessee  counties,  Michigan;  (3) 
Brown,  Hamilton,  Warren,  Clemont,  Butler  counties,  Ohio; 
(4)  Dade  county,  Florida;  (5)  Essex  county,  N.J.;  (6) 
Worcester,  Middlesex,  Norfolk  counties,  Mass.;  (7) 
Crawford,  Delaware,  Harden,  Marion,  Morrow,  Union, 
Wyandot  counties,  Ohio 

Multiple  Organiations  Involved  -  (1)  Delmarva  Health  Plan;  (2)  Genessee 
Health  Plan;  (3)  Choice  Care;  (4)  South  Florida  Group  Health;  (5)  Cross- 
roads Health  Plan;  (6)  Central  Mass.  Health  Care;  (7)  Marion  Health 
Foundation 

Contract  Cost  -  Waiver  only 

Description  -  AAFMC  is  a  trade  association  of  IPA-model  HMOs,  and  will 
coordinate  a  demonstration  project  involving  seven  of  its  constitutent 
plans.   Each  HMO  will  receive  95%  of  the  AAPCC  for  its  service  area,  and 
will  develop  its  own  benefit  package  and  marketing  approach.   All  par- 
ticipating plans  are  small,  developing  HMOs,  and  it  is  anticipated  that 
several  other  plans  will  join  the  demonstration  eventually. 

A  unique  feature  of  the  demonstration  involves  the  establishment  of  a 
pooled  risk  reserve  that  will  cover  stop/loss  expenses  on  an  individual 
basis  after  a  deductible  is  exceeded.   The  pooled  reserve  is  designed  to 
spread  the  risk  borne  by  several  small  plans  which  may  be  unable  or  un- 
willing to  assume  full  risk  individually.   Each  plan  will  contribute 
approximately  1%  of  the  AAPCC  per  member  per  month  to  the  fund.   HCFA 
will  also  contribute  to  a  separate  account  in  the  reserve  fund  during 
the  first  2-3  years  of  the  project.   This  account  will  be  used  to  share 
aggregate  losses  with  individual  plans.   Unexpended  HCFA  contributions 
will  eventually  revert  to  HCFA. 


The  sites  plan  to  become  operational  at  different  times  during  the  spring 
and  summer  of  1983.  It  is  anticipated  that  the  seven  plans  will  enroll  a 
minimum  of  8000  beneficiaries  in  the  first  year. 

Description  of  the  Competitive  Environment 

Two  of  the  plans  (South  Florida  Group  Health  and  Crossroads  Health 
Plan)  are  located  in  areas  that  HCFA  has  designated  competitive  areas. 
South  Florida  Group  Health  will  be  competing  with  four  other  HMOs  in 
South  Florida  that  are  participating  in  Medicare  demonstration  projects. 

HCFA  Project  Officer  -  Jerry  Riley 

(301)  594-5989 


Contractor:      Av-Med  Health  Plan,   Inc. 

Address:      9400  South  Dade land  Boulevard 
Suite  200 
Miami,   Florida     33156 

HCFA  Contract  No.:      500-82-0037 

Principal  Investigator:      James  F.  H.  Henry 

(305)  665-5437 

Service  Area:  Dade  and  Broward  Counties,  Florida 


Description  of  Project 

Av-Med,  a  Federally  qualified  HMO  in  southern  Florida,  is  participating 
in  a  Medicare  prepaid  prospective  capitation  demonstration  to  test  an 
alternative  approach  to  the  present  fee-f or-service  system  in  a  competitive 
environment.  Under  this  demonstration  Av-Med  will  accept  payment  based 
on  95  percent  of  the  AAPCC,  using  the  rate  book  approach.   The  plan  will 
offer  a  comprehensive  package  to  Medicare  recipients  with  both  Part  A  and 
Part  B  coverage,  and  a  monthly  premium  of  $35.00  will  be  charged.   In 
addition  to  the  basic  Medicare  benefits,  A-v-Med  will  cover  all  Medicare 
deductibles  and  coinsurance  and  provide  extended  benefits,  including 
prescription  drugs »  vision  care,  dental  services  and  preventive  care. 
The  premium  has  been  actuarially  calculated  to  cover  a  large  percentage 
of  those  additional  benefits,  although  Av-Med  will  contribute  to  these 
benefits  from  expected  savings. 

Cost  or  Waiver-Only 

This  is  a  waiver-only  contract  for  5  years  consisting  of  a  startup  phase, 
an  implementation  phase  and  a  close  down  or  final  report  phase. 

Phase  I  -  Startup  -  September  -  October  1982 

Phase  II  -  Implemenation  -  November  1982  -  December  1986 

Phase  III  -  Close  Down  -  January  1987  -  September  1987 

Organizational  Structure 

Av-Med  consists  of  a  network  of  approximately  800  physicians,  25  hospitals 
and  numerous  other  providers.   The  plan  has  an  enrollment  of  approximately 
35,000  consisting  primarily  of  persons  enrolled  through  corporate  account 
solicitations.  Av-Med  is  the  largest  IPA  model  HMO  in  the  southeastern 
United  States  and  has  been  showing  a  consistent  profit  each  month 
throughout  1982. 


Length  of  Developmental  Phase 

The  developmental  phase  is  now  complete  and  a  service  agreement,  detailing 
the  risk  and  all  operating  arrangements,  has  been  signed  with  HCFA.  The 
period  of  performance  for  the  implementation  of  the  demonstration  is 
November  1,  1982  through  December  31,  1986. 

Projected  Enrollment 

Av-Med  has  developed  a  comprehensive  marketing  plan  and  is  projecting  a 
first  year  enrollment  of  10,000  beneficiaries.  During  the  first  year  of 
the  plan  Av-Med  is  anticipating  a  continuous  open  enrollment  but  this 
could  be  altered  based  upon  the  success  of  the  program  and  the  ability  of 
the  plan  to  handle  the  number  of  beneficiaries  who  do  enroll.   The  South 
Florida  Medicare  market  is  large  and  there  are  more  than  500,000  Medicare 
beneficiaries  currently  residing  in  Dade  and  Broward  counties.   Current 
Medicare  HMO  penetration  by  existing  cost,  risk  and  demonstration  projects 
in  the  area  Is  less  than  3  percent,  which  appears  to  present  significant 
room  for  additional  HMO  actlvlty- 

Benefit  Package 

The  benefit  package  offered  by  Av-Med  consists  of  all  Part  A  and  Part  B 
Medicare  covered  services  for  A  and  B  eligible  enrollees.  In  addition, 
Av-Med. is  providing: 

unlimited  hospitalization 
unlimited  physician  visits 

•  routine  immunizations  and  examinations 
prescription  drugs  with  a  $64  annual  deductible 

.  dental  services 

•  vision  care  with  a  $3  copay 
eyeglasses  with  a  $10  copay 

.  hearing  aids  with  a  $100  copay 
.  hearing  exams  with  a  $3  copay 

Beneficiary  Costs 

In  addition  to  the  topayments  identified  above,  there  is  a  monthly, 
premium  of  $35. 

Marketing  Approach 

Av-Med  is  using  the  usual  media  (tv,  newspapers,  etc.)  to  market  this 
plan  in  the  south  Florida  area.  A  standard  brochure,  depicting  the 
benefits  offered,  is  mailed  to  inquiring  beneficiaries. 


Description  of  Competitive  Environment 

In  addition  to  Av-Med,  four  other  HMOs  in  the  south  Florida  area  have 
been  awarded  grants/contracts  for  similar  demonstrations.   International 
Medicare  Centers  (IMC)  became  operational  on  August  1,  1982.  They  have 
been  successful  in  enrolling  more  than  12,000  Medicare  beneficiaries. 
CAC  Health  Plan  began  operations  in  October  1982.  Their  membership  is 
already  over  4,000,  Health  Care  of  Broward  is  expected  to  be  operational 
in  January  1983  and  South  Florida  Group  Health  is  expected  to  become 
operational  in  the  Spring  of  1983.  Historically,  there  has  been  extreme 
competition  for  the  non-Medicare  population  in  this  environment.  With 
the  advent  of  these  demonstration  projects,  competition  for  the  Medicare 
population  is  now  evidenced  in  this  area. 

Prior  History  of  Contractor 

Av-Med  Health  Plan  is  a  federally  qualified  health  maintenance 
ogranlzatlon  currently  operating  in  Dade  and  Broward  counties  in  the 
State  of  Florida.  Av-Med  was  incorporated  as  a  for-profit  entity  in 
October  1972  and  received  Florida  certification  as  an  HMD  in  May  1973. 
It  became  a  federally  qualified  HMD  in  September  1977  and  began 
operations  in  the  subsequent  month. 

HCFA  Project  Officer 

Theodore  Saffran 
(301)  594-0174 


Contractor:  Blue  Cross  of  California 
P.O.  Box  70000 
Van  Nuys,  California   91470 

Contract  No;:  500-82-0049 

Project  Director:  Kathie  St.  Germain 
Phone:  (213)  703-3151 

Service  Area  by  County:   Santa  Barbara  County 

Multiple  Organizations:   There  are  multiple  providers  available  to  contract 

with  in  Santa  Barbara  County.  These  organizations 
include  two  well  established  reputable  clinics,  and 
a  physician  organization  sponsored  by  the  Medical 
Society,  as  well  as  the  Santa  Barbara  Foundation  for 
Medical  Care.  In  addition,  there  are  12  acute  hospitals, 
several  Skilled  Nursing  Facilities,  and  Home 
Health  Agencies  available  for  a  broad  range  of  care. 

Cost  or  Waiver-Only:   Year  one  cost  only  -  $232,835 


Summary  Description  of  Project: 

Blue  Cross  will  be  introducing  two  capitated  alternative  delivery  systems  in 
Santa  Barbara  County.  One  delivery  model  will  be  a  closed-panel  approach 
utilizing  a  large  clinic  in  the  Santa  Barbara  area.  Blue  Cross  of  California 
will  contract  with  the  clinic  on  a  capitated  basis  for  each  beneficiary 
enrolled.  Beneficiaries  which  enroll  in  the  clinic  will  receive  all  care  at 
the  clinic  in  Santa  Barbara  or  through  other  providers  under  the  clinic's 
auspices.  The  second  delivery  system  will  be  a  preferred  provider  arrangement 
with  a  large  panel  of  physicians.  There  are  several  physician  panels  with 
membership  ranging  from  400  to  700  members  to  deliver  care  on  a  fee-for- 
service  preferred  provider  basis.  Beneficiaries  which  enroll  in  this  model 
will  select  their  physician  of  choice,  from  a  specified  list  of  participating 
providers. 

BCC  will  develop  contractual  relations  with  area  hospitals,  home  health 
agencies  and  skilled  nursing  facilities.  BCC  will  also  be  responsible  for 
marketing,  enrollment  and  rate  negotiations. 


Organizational  Structure: 

Blue  Cross  of  California  will  be  the  prime  contractor. with  HCFA  and  will 
be  the  recipient  of  the  capitated  rate.  BCC  will  enter  into  separate 
contractual  relations  with  (1)  a  clinic  in  Santa  Barbara  and  (2)  a  panel 
of  physicians. 

The  contract  with  the  clinic  will  provide  for  a  capitation  payment  to  the 
Clinic  for  services  provided  to  Medicare  enrol  lees.  (1)  The  clinic  will 
manage  all  health  service  delivery  for  the  enrol  lees.  A  shared  risk 
arrangement  between  BCC  and  the  clinic  will  apply  to  hospital,  SNF  and 
HHA  utilization. 

(2)The  contract  with  a  physician  organization  will  establish  it  as  a 
liasion  with  member  physicians  for  the  establishment  of  a  preferred 
provider  network.  The  physicians  are  geographically  distributed 
throughout  the  County. 

Reimbursement  to  preferred  providers  will  be  based  on  a  negotiated  fee 
schedule  less  an  agreed  upon  percentage  that  will  be  used  to  build  an 
incentive  pool.  The  incentive  pool  will  be  split  on  an  anuual  basis 
between  the  preferred  provider  network  and  BCC  if  actual  expense  is 
lower  than  expected  expense.  If  losses  occur,  the  incentive  pool  will 
be  applied  against  the  loss. 

Beneficiaries  will  not  be  required  to  pay  the  Part  A  deductible  or 
coinsurance  under  Model  1.  The  elimination  or  reduction  of  Part  B  deductible 
and  coinsurance  is  being  considered  under  Model  2. 

BCC  will  negotiate  payment  rates  and  develop  contractual  arrangements 
with  certain  providers  (i.e.,  acute  care  hospitals,  SNFs  and  HHAs). 
A  rate  for  a  subacute  level  of  care  will  also  be  negotiated. 

Length  of  Developmental  Phase: 

The  developmental  phase  is  estimated  to  be  12  months  with  enrollment 
beginning  November  1,  1983. 

Projected  Enrollment: 


Enrollment  projections  are  10  percent  or  3,600  of  county  beneficiaries 
by  year  1   and  15  percent  or  5,400  by  year  3.     Approximately  36,268 
beneficiaries  reside  in  Santa  Barbara. 
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Benefit  Package: 

Benefit  packages  for  each  alternative  will  differ  slightly.  (1)  The 
clinic  will  eliminate  beneficiary  deductible  and  coinsurance  and  may 
include  routine  examinations  and  health  promotion.  Beneficiaries  which 
require  out-of-area  emergency  care  will  be  subject  to  costs,  if  the 
physician  does  not  accept  assignment. 

(2)  The  preferred  provider  network  may  require  Part  B  deductible, 
eliminate  all  other  deductibles  and  coinsurance. 

Both  models  will  have  available  to  the  beneficiary  two  different  benefit 
options        to  further  improve  the  ability  of  the  beneficiary  to 
choose  health  care  that  is  right  for  him.  The  Beneficiary's  choice  between 
the  tvAD    options  for  either  model  will  determine  the  benefits  available. 

Beneficiary  Cost: 

Premium  may  be  charged  for  either  high  option  alternatives.  Low  option 
alternatives  will  require  no  premium.  Part  B  deductibles  and  coinsurance  may 
be  required  for  the  preferred  provider  alternative.  Beneficiaries  may 
experience  costs  with  out-of-area  care  with  either  alternative. 

Marketing  Approach: 

BCC  will  market  to  all  potential  enrollees  which  have  been  identified 
through  HCFA,  Blue  Cross  Ultracare  data  and  information  provided  by  senior 
citizen  advisory  groups.  Methods  of  marketing  will  include  direct  mail, 
presentation  at  community  meetings,  newspapers,  TV  and  radio. 

Enrollment: 

An  annual  30-day  open  enrollment  period  is  scheduled. 

Risk  Reserve: 

BCC  has  proposed  a  risk  sharing  arrangement  with  HCFA  for  losses  over  95 
percent  of  the  AAPCC  up  to  100  percent.  Concurrence  by  HCFA  and  details 
of  this  arrangement  will  be  undertaken  during  the  developmental  phase. 
This  incentive  pool  built  with  the  preferred  provider  model  will  be 
applied  toward  losses  associated  with  that  alternative  delivery  approach. 


-3- 


Description  of  Competitive  Environment: 

Population  of  Santa  Barbara  County  is  300,000  with  88  percent  concentrated 
in  urban  areas.     In  1980  the  Medicare  population  consisted  of  33,243  aged 
and  3,025  disabled  which  is  approximately  11  percent  of  the  county 
population.     Eight  acute  care  hospitals,   16  skilled  nursing  facilities  and 
two  ICF's  are  located  in  the  county.     Nearly  600  physicians  are  practicing 
in  the  county. 

Health  Net  (an  HMO  sponsored  by  Blue  Cross  of  California)   in  the  county  has 
enrolled  approximately  12,300  residents.     A  preferred  provider  organization, 
the  M-D  Health  Plan,   also  is  in  operation  in  the  county.     In  addition,  over 
2,000  Medicare  beneficiaries  are  enrolled  in  Ultracare,  a  capitation  Medicare 
supplemental  program  sponsored  by  BCC. 

Prior  History  of  Contractor: 

BCC  is  a  nonprofit  organization  resulting  from  the  July  1,  1982  merger  of 
Blue  Cross  of  Northern  California  and  Blue  Cross  of  Southern  California. 
BCC  services  4  million  residents  and  has  acted  as  the  fiscal   intermediary 
for  Medicare  since  1966. 


HCFA  Project  Officer: 

Nancy  Row 
(301)  594-1968 
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Contractor:   Blue  Cross  of  Massachusetts  ^ 

100  Summer  Street 
Boston,  Massachusetts  02106 

Contract  No.:   500-82-0045 

Project  Director:  Hal  Belodoff 

(617)  956-2523 

Multiple  Organizations:   Healthway  Medical  Plan 

Medical  West  CHP 
Medical  South  CHP 
Fallon  CHP 

Service  Area  by  County:  Massachusetts  -  seven  counties  in  all 
Healthway:      Bristol,  Norfolk,  Plymouth 
Medical  West:   Hampshire,  Hampden 
Medical  South:  Norfolk,  Plymouth,  Suffolk 
Fallon:        Worcester 

Cost  or  Waiver-Only:   Cost  Contract  for  Phase  I:  $531,360 

Waiver-only  for  Phase  II  and  III 

Summary  Description  of  Project 

Blue  Cross  of  Massachusetts  will  be  designing  and  implementing  an  HMD 
network,  or  "senior  plan  network,"  with  four  participating  HMOs  across  the 
State  covering  seven  counties.  The  HMO  will  contract  with  Blue  Cross  to 
provide  specified  administrative  services,  network  coordination  and 
financing  functions.   Blue  Cross  will  receive  the  capitated  payments  and 
funnel  appropriate  payments  to  HMOs.   Specific  administrative  arrangements 
which  govern  funds  flow  between  Blue  Cross  and  the  plans  for  a  network 
stabilization  fund,  reinsurance,  administrative  costs  and  hospital 
payments  will  be  developed  during  Phase  I. 

Organization  Structure 

BCM  will  enter  into  contractual  arrangements  with  minimally  four 
participating  HMOs. 

o  Fallon  Community  Health  Plan 

Co-sponsored  by  Blue  Cross  of  Massachusetts  and  the  Fallon  Clinic,  this 
group  model  HMO  began  operations  in  February  1977  and  was  licensed  in 
October  1977.  Medical  services  are  provided  by  the  Fallon  Clinic  at 
Worcester,  Auburn,  and  Westboro  sites  to  39,000  HMO  members,  including 
6,900  Senior  Plan  members.  Hospital  services  are  provided  by  this 
federally  qualified  HMD  at  Saint  Vincents,  Fairlawn,  and  University  of 
Massachusetts  Medical  Center  Hospitals.  This  HMO  has  had  a  demonstration 
risk  contract  with  HCFA  since  January  1980. 


o  Healthway  Medical  Plan,  Inc. 

Also  a  group  model  HMO,  Healthway  Medical  Plan,  Inc.  is  co-sponsored  by 
Blue  Cross  and  Goddard  Medical  Associates,  P.C.  The  plan  was  licensed  in 
August  1979  and  began  operations  in  December  1979.  Federally  qualified 
in  February  1982,  the  plan  now  serves  16,000  members.  Medical  services 
are  provided  by  Goddard  Medical  Associates,  P.C.  at  Brockton  and  Canton 
locations,  while  hospital  services  are  provided  at  Goddard  Memorial 
Hopsital. 

o  Medical  West  Community  Health  Plan,  Inc. 

This  federally  qualified  staff  model  HMO  is  sponsored  by  and  affiliated 
with  Blue  Cross.   It  began  operations  in  December  1978  after  receiving 
its  license  to  operate  in  October  1978.  The  Medical  West  facility, 
located  in  Chicopee,  provides  medical  services  to  29,000  plan  members. 
Hospital  service  providers  are  Baystate  Medical  Center,  Holyoke,  Mercy, 
and  Providence  Hospitals. 

o  Medical  South  Community  Health  Plan 

This  staff  model  HMO  began  operations  in  October  1982  as  a  region  of  the 
Medical  West  Community  Health  Plan,  Inc.  It  provides  medical  services  to 
members  at  its  Braintree  facility.   It  currently  has  signed  contracts 
with  five  hospitals. 

o  Blue  Cross  will  also  be  working  with  Urban  Medical  Group  to  establish  an 
AHP  in  the  Boston  area. 

Length  of  Developmental  Phase 

The  developmental  phase  is  estimated  to  be  12  months. 

Projected  Enrollment 

The  four  HMOs  have  a  combined  service  area  which  includes  an  elderly 
population  of  200,000  or  approximately  one-third  of  the  Massachusetts 
elderly. 

Estimated  minimal  enrollment  by  year,  by  HM)  are  as  follows: 

Cumulative 
Year  1     Year  2       Total  and  Year  3 


Medical  West 

4,256 

4,895 

4,368 

Fallon 

6,900 

7,100 

7,300 

HMP 

2,401 

2,976 

3,571 

MSCHP 

1,044 

1,916 

3,022 

Cummulative 

Total  by  Year 

14,601 

16,887 

18,261 

Increase 

Per  Year 

2,286 

1,374 

Benefit   Package 

Each  HMO  will  offer  at   least   the  mlnlntura  Medicare  benefit  package  as  well 
as   eliminate  copay  and  deductible   requirements,    and  include  preventive 
health  care  and  pharmacy.      In  addition,    each  plan  will  have   flexibility 
to  add  additional  enhancements. 

Beneficiary  Cost 

The  rates  each  HMO  will  charge  for  beneficiary  premiums  plus  possible 
copayments  for  drugs  and  glasses  will  be  developed  during  Phase  I. 

Marketing  Approach 

Blue  Cross  will  conduct  a  mass  mailing  and  network  media  campaign 
for  all  plans.  Each  plan  may  supplement  with  its  own  marketing  effort. 
Initial  thoughts  are  that  mailings  to  beneficiaries  will  be  of ferd  a 
"dual  choice"  between  the  medex  wraparound  offered  by  Blue  Cross  or  a 
participating  HMO. 

Risk  Protection 

BC  and  the  participating  AHPs  will  establish  a  network  stabilization  fund 
to  protect  against  unexpected  risks  and  to  assist  in  offering  expanded 
benefits  and  reduced  premiums. 

In  addition.  Blue  Cross  will  develop  a  relnusrance  package  for  participating 
HMDs  which  will  cover: 

individual  stop-loss  for  institutional  days  above  a  certain  amount. 
.  out  of  area  emergency 

•  aggregate  institutional  days  in  excess. of  certain  percentages  of 
HMO  budgeted  days 

•  Insolvency  protection 

HMOs  will  be  charged  a  per  member/per  month  rate. 

A  variety  of  approaches  to  funds  management  are  being  considered,  including: 

1.  each  HMO  managing  all  revenues  with  Blue  Cross  billing  each  HMO 
for  administrative  costs  and  reinsurance 

2.  Blue  Cross  manages  a  hospital  capitation  fund,  network  stabilization 
funds,  and  deducts  necessary  administrative  and  reinsurance 
charges. 

3.  Blue  Cross  will  manage  the  NSF. 


Description. of  Competitive  Area 

Between  95  and  97  percent  of  Massachusetts  elderly  are  enrolled  in  the 
Medicare  program.   These  elderly  comprise  30  percent  of  hospital  discharges. 

Blue  Cross  and  Blue  Shield  make  up  approximately  80  percent  of  the 
Massachusetts  Medicare  Supplemental  policy  market  with  320,000  purchasing 
Individual  policies  and  another  100,000  covered  under  group  plans.  Over 
65  percent  of  the  State's  Medicare  population  have  additional  coverage. 

Each  AHP  will  be  competing  with  at  least  one  other  HI^.  The  State  has 
experienced  significant  growth  in  HMO  enrollment  represented  by  a  23 
percent  increase  since  last  year. 

Prior  History  of  Contractor; 

Blue  Cross  of  Massachusetts  is  a  hospital  service  corporation  and  a 
Medicare  Part  A  Intermediary.   BCM  markets  three  types  of  medigap  coverage 
to  the  Massachusetts  elderly.   Blue  Cross  is  presently  involved  with  two 
grop  practice  HMOs,  in  partnership  arrangements,  a  hospital  based  IPA  and 
a  wholly  owned  subsidiary  staff  model.  Additionally,  Blue  Cross  is 
involved  in  an  experimental  reimbursement  program  involving  capitation 
payments  to  hospitals  and  a  HCFA  demonstration  project  involving  waiver 
of  the  3-day  prior  hopsitalization  requirement  for  SNF  coverage  under 
Medicare. 

HCFA  Project  Officer 

Nancy  Row 
(301)  594-1968 
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Contractor:   Capital  Area  Community  Health  Plan 
1201  Troy  -  Schenectady  Road 
Latham,  New  York  12110-1076 

Contract  No.:  500-82-0044 

Project  Director:  Alden  (Joe)  Doolittle 

(518)  783-3110 

Service  Area  by  County:   New  York  State 

Albany 
Saratoga 
Schenectedy 
Rennselear 

Multiple  Organizations:  This  is  a  single  HMO  project 

Cost  or  Waiver  Only:  Waiver-Only 

Summary  Description 

CHP  proposes  to  implement  a  capitated  risk  reimbursement  demonstration 
in  the  Albany-Schenectady-Troy  SMSA.   CHP  will  offer  expanded  benefits 
beyond  those  available  through  the  traditional  Medicare  program.  A 
new  clinic  opening  in  Troy  will  be  convenient  to  a  dense  Medicare 
population. 

Organizational  Structure 

CHP  is  a  federally  qualified  staff  model  HMO  which  has  been  operating 
since  January  1977.   CHP  has  had  a  cost  contract  with  HCFA  since  1978 
and  now  has  a  Medicare  enrollment  of  approximately  550  beneficiaries. 
Nearly  100,000  eligibles  reside  in  the  service  area.   The  main  health 
center  is  located  in  Latham.   Satellites  are  located  in  Canaan, 
Hoocisk  Falls  and  Hudson.  Plans  are  in  place  to  open  several  regional 
metropolitan  health  centers,  the  first  of  which  will  open  in  Troy  in 
January  1983. 

Length  of  Developmental  Phase 

Capital  Area  estimates  a  6-month  developmental  period  and  will  enroll 
beneficiaries  beginning  in  April  1983. 

Projected  Enrollment 


Year 

1 

1500 

Year 

2 

2000 

Year 

3 

3000 

Contractor  -  Blue  Cross  and  Blue  Shield  of  Michigan 
HCFA  Contract  No.  -  500-82-0038  * 

Contractor  Address  -  600  Lafayette  East 

Detroit,  Michigan  48226 

Project  Director  -  James  Hayden 
Phone  No.  -  (313)  225-8665 

Service  Area  -  Wayne,  Macomb,  Oakland  Counties,  Michigan 

Multiple  Organizations  Involved  -  Detroit  Medical  Center.   Other  preferred 

provider  organizations  to  be  added  later. 
Contract  Cost  -  Waiver  Only 

Description  -  Blue  Cross  and  Blue  Shield  of  Michigan  (BCBSM)  will  receive 
95  percent  of  the  AAPCC  for  Medicare  beneficiaries  residing  in  the  three- 
county  service  area  who  choose  to  enroll  in  the  system.  BCBSM  will  in 
turn  contract  with  selected  providers  who  are  willing  to  be  at  risk  for 
the  delivery  of  Medicare  covered  services.  Medicare  beneficiaries  who 
enroll  in  the  system  will  not  be  charged  deductible  or  coinsurance 
expenses  and/or  will  receive  expanded  benefits  if  they  receive  care  from 
an  approved  provider.   Enrollees  may  receive  services  from  other  providers, 
but  will  be  charged  copayments  or  may  have  reduced  benefits.   It  is 
anticipated  that  a  high  and  low  option  package  may  be  offered. 

The  project  will  have  an  18-fflonth  developmental  phase,  with  a  3-year 
operational  period  beginning  4/1/84.   It  is  anticipated  that  5,000 
beneficiaries  will  enroll  in  the  first  several  months,  and  that  21,000 
will  participate  eventually. 

Description  of  Competitive  Environment  -  Seven  HMOs  operate  in  the 
Detroit  area.   Two  of  them,  Health  Care  Network  and  Group  Health  Plan  of 
Southeast  Michigan,  will  compete  with  BCBSM  to  enroll  Medicare  beneficiaries 
under  demonstration  projects.   Another  competitor  will  be  Affiliated 
Professionals  -  Medicare,  which  will  operate  a  demonstration  site  in 
Detroit,  in  cooperation  with  Henry  Ford  Hospital. 

Prior  History  of  Contractor  -  BCBSM  is  a  Medicare  intermediary  and 
carrier  for  Michigan.   It  currently  owns  and  sponsors  two  HMOs  in 
Michigan,  including  Health  Care  Network. 

HCFA  Project  Officer  -  Jerry  Riley  (301)  594-0177 


Benefit  Package 

CHP  will  offer  an  expanded  benefit  package  by  eliminating  deductibles 
and  copays,  adding  365  lifetime  days  of  hospital  care  and  eye  care  but 
not  eyeglasses.   For  a  higher  premium,  beneficiaries  can  obtain  prescription 
drugs  at  50  percent. 

Beneficiary  Cost 

All  beneficiaries  will  be  charged  a  $2.00  visit  fee  in  addition  to  a 
monthly  premium. 

Enrollment  Policies 


Marketing  Approach 

CHP  will  market  through  direct  mail  solicitation,  employer  dual  choice 
options,  presentations  at  community  and  citizen  fairs.  CHP  has  access 
to  Blue  Cross  supplemental  subscribers. 

Risk  Protection 

Reinsurance  for  hospital  days  over  150  will  be  provided  by  Blue  Cross 
of  Northeastern  New  York.   Expected  increased  costs  from  hospital 
utilization  will  be  offset  by  a  $2  visit  fee.  Loss  sharing  with  HCFA  is 
being  proposed. 
Description  of  Competitive  Environment 

CHP  is  the  only  HMO  in  the  service  area.   CHP  will  be  primarily 
competing  with  Blue  Cross  of  Northeastern  New  York  which  has  55,000 
supplemental  insurance  subscribers. 

HCFA  Project  Officer 

Nancy  Row 
(301)  594-1968 


Contractor:   Family  Health  Plan,  Inc. 

Contract  No.:   500-82-0050 

Contractor  Address:   FHP,  Inc. 

9930  Talbert  Avenue 

Fountain  Valley,  California  92708 

Principal  Investigator:  John  P.  O'Connell,  Vice  President 

Phone  No.  (714)  962-4431 

Service  Area:   Los  Angeles  County,  Orange  County 

Cost  of  Contract:  Year  One  Costs  -  $363,524 

Summary  Description  of  Project  ^ 

Family  Health  Plan  is  a  federally  qualified  staff  model  HMO  operating 
in  Southern  Los  Angeles  and  Orange  County,  California,  an  RFP-designated 
competitive  community.   It  currently  has  a  GPPP  contract  with  HCFA  and 
enrolls  2,120  Medicare  beneficiaries. 

FHP  proposes  to  compete  for  area  beneficiaries  by  making  available  an 
attractive  benefit  package.   FHP  presently  operates  seven  major  clinical 
facilities  in  Long  Beach  and  Orange  County.   It  is  estimated  that  these 
facilities  could  accommodate  8,000  "senior  plan"  enrollees. 

FHP  projects  to  have  at  least  four  full  operating  years  under  the  demonstration. 
By  conducting  this  demonstration,  FHP  hopes  to  show: 

1.  That  FHP  can  attract  a  large  number  of  Medicare  beneficiaries, 

2.  That  FHP  is  cost  effective  and  will  result  in  savings  for 
HCFA  and  beneficiaries. 

3.  That  a  plan  such  as  FHP  contains  incentives  sufficient  to 
encourage  HMOs  to  adopt  such  programs. 

4.  That  a  clinical  facility,  designed  specifically  for  a  Medicare 
beneficiary  population  will  improve  quality  of  care  and  is 
cost  effective. 


Organ Lzational  Structure 

As  previously  mentioned,  FHP  is  a  non-profit  staff  model  federally 
qualified  HMO  serving  75,000  persons  in  the  southern  California  region 
and  60,000  in  its  Guam  and  Utah  regions.   FHP  operates  seven  major 
clinical  facilities  in  southern  California.   FHP  has  medical  centers 
which  are  strategically  located  close  to  Orange  County's  two  prominent 
retirement  communities. 

Reimbursement  from  HCFA  to  FHP  will  be  on  a  prepaid  per  capita  basis  at 
95  percent  of  the  AAPCC.  Reimbursement  from  the  member  to  FHP  for  the 
extended  benefits  will  be  based  on  the  projected  actual  cost  of  the 
extended  benefits. 

Length  of  Developmental  Phase 

The  developmental  phase  is  estimated  to  be  9  months. 

Projected  Enrollment 

Enrollment  projections  are  4,000  Senior  Plan  members  every  6  months  for  a 
period  of  2  years.   The  primary  target  population  is  160,913  individuals 
over  age  65  in  Orange  County  and  50,674  individuals  in  Long  Beach.   The 
current  private  enrollment  in  the  region  is  approximately  75,000  members 
and  it  is  projected  that  an  additional  26,000  members  will  be  added  by 
1985. 

Benefit  Package 

FHP  will  offer  beneficiaries  the  choice  of  two  benefit  packages,  one  a 
basic  package  which  will  include  all  Part  A  and  B  benefits  plus  prescription 
drugs  and  preventive  services,  the  other  more  enriched.  During  phase  I, 
the  exact  benefit  package  for  the  two  options  will  be  planned. 

Beneficiary  Costs 

There  will  be  no  monthly  dues  or  premium  charge  to  members  for  the  basic 
plan;  however,  there  may  be  a  small  copayment  for  outpatient  visits  and 
prescriptions.   The  extended  packg^ge  may  include  modest  copayments  for 
the  added  benefits.  Monthly  dues  for  the  extended  package  will  be 
calculated  on  the  basis  of  anticipated  costs.  • 

Marketing  Approach 

FHP  intends  to  market  the  Senior  Plan  to  several  population  segments  of 
the  Medicare  population  which  include: 

-  FHP  GPPP  subscribers 

-  Employer  groups 

-  Persons  with  no  supplemental  coverage  or 
Medicare  supplemental  coverage  other  than  FHP 


A  public  relations  program  will  be  conducted  in  two  phases:   (1)  an 
information  campaign  during  preregistration — health  fai,rs,  open  houses, 
etc.,  (2)  an  ongoing  program  designed  for  member  participation. 

Enrollment 

An  open  enrollment  of  30  days  will  be  held  at  least  once  a  year.   In 
addition,  there  will  be  special  concentrated  enrollment  efforts  at  other 
times  within  areas  where  FHP  has  available  clinical  capacity. 

Risk  Reserve 

FHP  has  proposed  a  risk  sharing  arrangement  with  HCFA  over  95  percent  of 
the  AAPCC  up  to  100  percent  for  the  first  2  years.  Concurrence  by  HCFA 
and  details  of  this  arrangement  will  be  undertaken  during  the  developmental 
phase. 

Description  of  Competitive  Environment 

California  has  led  the  nation  in  HMO  growth  with  17.3  percent  of  the 
population  enrolled  in  HMOs  as  of  1980.  Orange  County  HMOs  currently 
have  a  13.9  percent  penetration  among  county  residents,. 

FHP  is  one  of  eight  federally-qualified  HMOs  serving  Los  Angeles  and 
Orange  County.  Of  these  organizations,  five  have  contracts  with  HCFA 
to  provide  services  to  Medicare  members. 

FHP's  service  area  has  a  multitude  of  commercial  and  industrial  companies 
that  often  provide  excellent  fringe  benefits  to  their  employees  or 
retirees.   This  often  includes  Medicare  "wrap  around"  coverage,  e.g.,  a 
policy  that  pays  allowed  Medicare  deductible  and  coinsurance  amounts. 

Prior  History  of  Contractor 

FHP  was  formed  in  1959  by  the  Plaza  Medical  Group,  10  physicians  practicing 
in  Long  Beach.   Approximately  3,000  individuals  joined  the  program  for  a 
monthly  sum.   FHP  was  awarded  a  contract  to  deliver  services  for  the  Long 
Beach  Unified  School  District  Employee  Health  Care  program  which 
necessitated  the  supplying  of  doctor,  hospital,  pharmacy,  and  outside 
specialty  services.  At  this  time,  the  administrative  arm  was  established 
for  the  program.   In  1966,  the  original  group  dissolved,  and  those 
physicians  that  remained  became  full-time  salaried  employees,  thus  creating 
a  staff  model  HMO.  To  date,  FHP  has  grown  to  135,000  members  in  three 
regions.   FHP  became  a  federally  qualified  HMO  in  1977. 

HCFA  Project  Officer 

Eric  R.  Nevins 
(301)  594-1962 


Contractor:  Group  Health  Plan  of  Greater  St.  Louis 

HCFA  Contract  No.:  5CX)-82-0048 

Contractor  Address:   10822  Sunset  Plaza 

St.  Louis,  Missouri  63127 

Principal  Investigator:  Son  M.  Lodder 

Phone  Ho.:   (514)  821-7840 

Service  Area:  St.  Louis  City,  and  St.  Louis,  Jefferson  and 
Franklin  County,  Missouri 

Multiple  Organizations 

No  other  organizations  are  involved. 

Cost  or  V/aiver-only  Cost  per  Phase 

This  is  a  cost  contract. 

Phase  I  $108,200 

Phase  II    8,920  

Phase  III      0 


Total    $117,120 
Description  of  Project       .  . 

Group  Health  Plan  of  Greater  St.  Louis  (GHP)  is  a  federally  qualified 
and  State  certified  not-for-profit  group  model  health  maintenance 
organization  (Hl-iO).  GHP  is  located  in  a  competitive  community  and  has 
been  federally  qualified  since  January  8,  1982  with  a  cost  contract 
with  HCFA  since  February  1,  1982. 

GHP  contracts  with  Physicians  Multi-specialty  Group,  Inc.  (PMG)  to 
provide  physician  services  to  the  plan.  GHP  makes  a  capitation 
payment  to  PMG  and  PMG  has  executed  contracts  with  primary  and 
specialty  physicians.  The  physicians  ere  paid  on  a  monthly  full- 
er part-time  basis.   The  plan  operates  two  medical  centers,  staffed 
by  26  primary  and  specialty  care  physicians  and  maintains  contracts 
with  five  hospitals,  one  skilled  nursing  facility  and  three  home 
health  agencies.  Enrollment  as  of  July  1,  1982  was  3t200  members, 
including  312  Medicare  eziirollees. 

The  fundamental  principal  to  be  tested  by  this  demonstration  is  that 
GHP  will  be  able  to  provide  Part  A  and  Part  B  Medicare  benefits  in 
a  cost-effective  manner  for  95  percent  of  the  AAPCC,  allowing  HCFA 
to  achieve  significant  financial  savings  compared  with  the  current 
retrospective  cost  basis  payment  process.  The  major  focus  of  attention 
is  on  comparative  evaluations  of  selected  marketing  approaches,  combined 
with  the  objective  of  determining  whether  HI40  membership  has  the  potential 
to  reduce  rates  of  service  utilization  and,  therefore,  real  health  cost 


over  time.  GHP  plans  to  establish  an  advisory  committee  to  provide 
input  during  the  planning  and  operational  phases. 

Organizational  Structure 

GHP  currently  acts  as  the  administrative  center  of  the  HMO.   In  addition, 
GHP  contracts  for  the  hospital  institutional  services  for  enrollees.  As 
a  group  model  HMO,  GHP  has  a  contractual  agreement  with  PMGr  a  for  profit 
health  services  corporation.  PMG  contracts  directly  with  physicians 
to  provide  primary  and  specialty  care  doctors  for  GHP  enrollees. 

Length  of  Developmental  Phase 

Phase  I  is  scheduled  for  9  months  and  is  to  "be  completed  by  July  1,  1983« 
The  transition  of  beneficiaries  from  the  cost  to  risk  contract  will  begin 
April  1 ,  1983. 

Projected  Enrollment  by  Year 

The  initial  enrollment  is  expected  to  be  1,200  on  July  1,  1985  with 
the  following  annual  projections: 

January  1 ,  1984  1 ,800 

January  1,  1985  5»000 

January  1 ,  1986  4,200 

January  1,  1987  5,400 

The  aged  portion  of  the  Medicare  eligible  population  comprises  17.7- 
percent  of  St.  Louis  City  and  10.5  percent  of  St.  Louis  County  with 
nearly  200,000  Medicare  eligibles  in  the  St.  Louis  area. 

Market  Approach 

Prior  to  the  development  of  promotional  materials  specific  to  the  risk 
contract,  an  evaluation  of  the  materials  used  in  the  cost' contract  will 
be  conducted  in  order  to  pinpoint  the  need  for  clarification,  emphasis 
or  new  informational  formats.  The  program  will  consist  of  HCFA  and 
GHP  mailed  notices;  television,  radio  and  newspaper  advertisements; 
billboards;  slide  shows  at  medical  center  open  houses;and  presentations 
to  church,  associations  and  retirement  groups. 

Benefit  package  '  ^ 

The  proposed  benefit  package  includes  the  standard  Medicare  benefits 
plus  the  following  added  benefits:  Part  B  deductible  covered  in  full, 
no  bills  for  "extra  charges"  and  no  copayraent;  Part  A  fully  covered; 
ej  -.lasses,  one  pair  per  year;  emergency  services  -  no  deductible  or 
copayment  for  true  emergencies;  outpatient  prescriptions  and  psychiatric 
care  and  preventive  dental  services  covered  with  mininal  copayment;  and 
eye  exams,  physical  exams,  immunizations,  podiatry,  ambulance,  100  days 
of  skilled  nursing  facility  coverage  and  all  other  Medicare  covered 
services  covered  with  no  charge  for  deductibles  or  copayraents  and  no 
"extra  charges". 
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These  benefits  are  available  to  beneficiaries  only  at  GHP  locations  or 
elsewhere  as  directly  referred  in  advance  by  GHP,  except  in  eraergencies. 
Final  determination  of  a  benefit  package  will  be  made  during  Phase  I.   Open 
enrollment  is  planned  for  30  days  per  year. 

Risk  Reserve 

The  contract  with  PMG,  Inc.,  creates  a  Medical  Group  Contingency  Reserve 
Fund,  which  requires  that  15  percent  of  the  capitation  revenue  be  deposited 
in  an  interest- bearing  account  to  defray  excessive  hospital,  emergency 
room,  home  health  center,  alcohol  and  drug  dependence,  and  physical 
therapy  expenses. 

GHP  has  purchased  reinsurance  from  Northwestern  National  Life  Insurance 
Company.  It  provides  individual  stop-loss  coverage  and  emergency  out  of 
area  insurance.   Insolvency  insurance  is  purchased  from  the  same  company 
with  the  following  provisions:   1.  payment  for.  all  services  for  the 
duration  of  the  contract  period  for  which  payment  has  been  made;  2. 
payment  for  continuation  of  services  until  the  time  of  discharge  for 
members  confined  to  inpatient  facilities;  and  3»  payment  for  unaffiliated 
providers  for  services  rendered. 

In  addition,  GHP  maintains  a  $200,000  fidelity  bond  and  has  $300,000 
on  joint  deposit  with  the  State  of  Missouri,  Department  of  Insurance 
as  a  means  of  establishing  financial  'stability. 

Beneficiary  Costs 

The  beneficiary  cost  will  be  determined  by  the  difference  between  the 
GHP  capitation  requirement  and  95  percent  of  the  "composite  AAPCC." 
Collection  of  the  premium  from  the  beneficiary  will  take  place  through 
a  quarterly  billing  process. 

Description  of  the  Competitive  Environment 

The  health  care  cost  inflation  rate  in  the  St.  Louis  area  during  1981  was 
17.6  percent.  Health  insurance  premixims  for  group  plans  increased  anywhere 
from  15  to  40  percent  between  1980  and  1981.  For  the  area  population 
aged  65  and  over,  the  hospital  utilization  rate  was  4,859  days  of  care 
per  1,000  persons  in  1980.  This  is  over  12  percent  higher  than'  the  national 
utilization  rate  of  4,328  inpatient  days  per  1000  persons*   In  1979»  the 
Federal  Office  of  HMOs  designated  the  St.  Louis  area  as  a  high-cost  area 
deserving  top  priority  for  HMO  development  efforts.  The  ratio  of  hospital 
beds  to  people  is  roughtly  6.2  beds  per  1,000  population,  well  above  the 
national  average  of  4.5  per  1 ,000>  There  ate   six  prepaid  health  plans  in 


the  area  and  3  out  of  the  4  that  market  in  the  commercial  sector  started 
within  the  last  12  months.  These  six  plans  cover  roughly  2  percent  of 
the  population  with  the  remaining  98  percent  of  the  commercial  health 
benefits  market  being  split  roughly  as  follo^s3:  48  percent  Blue  Cross/ 
Blue  Shield,  40  percent  indemnity  insurance  companies,  and  10  percent 
self-insured  arrangements. 

Prior  History  of  Contractor 

The  plan  was  federally  qualified  on  1/8/82  and  has  had  a  cost  contract 
since  2/1/82. 


HCFA  Project  Officer 

John  F.  Meitl 
(501)  594-1719 


Contractor:  Group  Health  Plan  of  Southeast  Michigan. 

HCFA  contract  No. :  500-82-0039 

Contract  Address;  5700  Crooks  Road 

P.O.  Box  396 
Troy,  Michigan  48099 

Project  Director:  Maniial  Porwal 

Phone  No. :   (313)  879-5600 

Service  Area:  Wayne,  Oakland,  Maoonto  counties,  Michigan 


Description 

Ihe  contractor  is  a  federally  qualified,  staff  model  HMD  v^ich  has 
been  in  operation  since  1977.  It  serves  24,000  enrollees  in  the 
Detroit  area  of  which  2,000  are  enrolled  under  a  Medicaid  risk  con- 
tract. The  Plan  also  holds  an  FEHBP  contract. 

Hhe  Plan  operates  two  conprehensive  health  centers  in  Warren  and  Troy. 
Ihe  Plan  contracts  with  conrnunity  hospitals  in  the  suburbs  of  Warren, 
Troy  and  Royal  Oak,  and  with  certain  Medical  Center  Hospitals  witliin 
Detroit. 

Group  Health  Plan .proposes  to  enroll  approximately  1,000  Medicare 
beneficiaries  per  year,  with  a  limit  of  3,500.  The  Plan  will  offer 
both  a  low  option  (Medicare's  standard  benefit  package)  and  a  high 
cption  plan.  The  high  option  plan  will  provide  extra  benefits  (which 
are  as  yet  unspecified)  for  a  monthly  premium.  HCFA  will  pay  the  Plan  at 
95  percent  of  .the  AAPCC. 

The  marketing  strategy  will  focus  on  mailings  with  personal  follcwup.  The 
mailings  will  include  a  reply  card  that  the  person  will  be  asked  to 
return,  if  interested.  Respondents  will  be  contacted  by  phone,  and  a 
marketing  representative  will  visit  them  at  home. 

The  development  phase  of  the  project  will  last  9  months,  follaved  by  a 
4-year  operational  phase.  The  Plan  will  consider  maintaining  a  continu- 
ous open  enrollment  until  its  Medicare  enrollment  matches  the  proportion 
of  Medicare  beneficiaries  in  the  general  population. 


Description  of  Competitive  Environinent 

Three  other .alternative  health  plans  will  conpete  with  Group  Health 
Plan  in  the  Detroit  area  via  competition  demonstrations.  A  total  of 
seven  IM)s  currently  operate  in  the  regicxi. 

Prior  History  of  Contractor 

The  Plan  has  been  a  federally  qualified  HMO  since  1977.  It  now  serves 
24,000  members,  of  whom  2,000  are  Medicaid  recipients. 

HCFA  Project  Officer 

Jerry  Riley 
(301)  594-5989  . 


Contractor:  Harvard  Community  Health  Plan 

One  Fenway  Plaza  • 

Boston,  Massachusetts  02215 

Contract  No.:  500-82-0046 

Project  Director:  Ellen  Offner 

Phone:  617-421-8766 

Service  Area  by  County:   Massachusetts:   Suffolk,  Middlesex,  Norfolk, 

Essex,  Plymouth 

Multiple  Organizations:   This  is  a  single  HMO  project 

Cost  or  Waiver-Only:   Cost  $565,074  for  three  phases 

Phase  I 
Phase  II 
Phase  III 

Summary  Description  of  Projects 

HCHP  plans  to  enroll  Boston  area  Medicare  beneficiaries  in  a  prepaid  health 

care  program.  HCHP  will  charge  beneficiaries  a  monthly  premium  and  receive 

95  percent  of  the  AAPCC  from  HCFA.  An  expanded  benefit  package  will  be 
offered. 

Organizational  Structure 

Harvard  Community  Hfealth  Plan  is  a  federally  qualified,  staff  model  HMO  and 
is  the  17th  largest  plan  in  the  United  States.   It  was  founded  in  1969  and 
has  over  132,000  members.   HCHP  offers  services  at  five  health  centers  in 
the  Boston  area  and  several  affiliated  hospitals  including  the  HCHP  hospital 
The  plan  employs  approximately  130  physicians  as  well  as  a  variety  of  other 
health  care  professionals.   HCHP  currently  offers  Medicare  wraparound 
coverage  to  which  1200  beneficiaries  subscribe. 

Length  of  Developmental  Phase 

The  developmental  phase  is  estimated  to  be  12  months. 

Projected  Enrollment 

HCHP  currently  has  1200  members  enrolled  in  the  Plan  65  program.  Enrollment 
projections  under  the  demonstration  are  as  follows: 


Year  one 

3600 

Year  two 

5200 

Total  as  cf  Year  three 

7200 

Benefit  Package 

A  generous  benefit  package  is  being  considered  including  routine  physicals, 
eye  exams  and  one  pair  of  eyeglasses,  hearing  aids,  drug  benefit  and  ECF 
care  up  to  100  days. 

Beneficiary  Cost 

A  monthly  premium,  competitive  with  Blue  Cross/Blue  Shield  wraparound,  will 
be  charged  with  minimal  copayments  for  specified  services,  e.g.,  $1  per 
ambulatory  visit,  $1  for  month  supply  of  prescription  drugs. 

Marketing  Approach 

HCHP  will  make  personal  presentations  to  Senior  Citizen  groups,  initiate 
promotional  efforts  through  TV,  radio,  newspapers  and  magazines  as  well  as 
rely  on  word  of  mouth  from  current  enrollees. 

Enrollment 

HCHP  will  hold  an  annual  30-day  enrollment  period. 

Risk  Reserve 

HCHP  will  build  a  "utilization  reserve"  initially  funded  at  15  percent, 
expanding  to  50  percent,  of  projected  hospitals  and  outside  referral 
expenses. 

Description  of  Competitive  Environment 

An  estimated  350,000  people  over  65  live  in  the  HCHP  service  area.  HCHP 
estimates  that  70  percent  of  the  target  population  lives  within  five  miles 
of  an  HCHP  Health  Center. 

The  Boston  area  has  seen  a  tremendous  growth  of  HMOs  in  recent  years. 
In  1972,  HCHP  was  the  only  operational  HMO  in  the  areas;.   There  are  now 
at  least  lA  HMOs  in  the  area  enrolling  approximately  8  percent  of  Boston 
population. 

HCFA  Project  Officer 

Nancy  Row 
301-594-1968 


Contractor:  Health  Care  Network 

HCFA  Contract  No.:   500-82-0047 

Contractor  Address:  2800  Greenfield  . 

Oak  Park,  Michigan  48237 

Project  Director:   Joseph  Velky 

Phone  No.:   313-225-9075 

Service  Area:  Wayne,  Oakland,  Macomb  counties,  Michigan 

Description 

Health  Care  Network  (HCN)  is  a  wholly-owned  nonprofit  stock  subsidiary 
corporation  of  Blue  Cross  and  Blue  Shield  of  Michigan.   It  is  an  IPA-model 
HMO  and  has  been  operational  since  September  1981.   Current  enrollment 
stands  at  approximately  6,000.  HCN' s  basic  configuration  consists  of 
Primary  Care  Physician  Groups  (PPG)  which  consist  of  8-25  physicians  who 
are  paid  a  monthly  capitation  rate  for  primary  care  services.  The  PPGs 
share  in  the  risk  for  nonprimary  care  services  through  a  Health  Care 
Management  Fund  established  for  each  group.   To  protect  physicians  against 
the  possibility  of  excessive  individual  enrollee  health  care  costs,  stop/ 
loss  and  reinsurance  provisions  are  provided  for  the  PPGs. 

A  low  and  high  option  benefit  package  will  be  offered  to  enrollees.   The 
hi^  option  plan  will  offer  drugs,  expanded  hospital  and  SNF  coverage, 
vision  and  hearing  services  and  dental  care.  Enrollees  will  be  charged  a 
monthly  premium. 

The  marketing  strategy  will  build  on  Blue  Cross  and  Blue  Shield  of  Michigan'  s 
existing  supplementary  insurance  program.   The  marketing  goals  call  for  an 
enrollment  of  10,000  -  12,000  by  the  last  year  of  the  demonstration.  HCN 
will  seek  the  participation  of  the  Medicaid  Program  in  the  demonstration  by 
offering  to  enroll  Medicare/Medlcaid  eligibles,  in  return  for  which  the 
Michigan  Department  of  Social  Services  would  pay  the  monthly  enrollee 
premium. 

Cost  of  Contract 

$730,959 

Description  of  Competitive  Environment 

The  Detroit  metropolitan  area  has  been  designated  as  a  competitive  area  in 
the  RFP.  Three  alternative  health  plans  will  be  competing  with  Health  Care 
Network  in  the  Detroit  area  under  other  competition  projects. 


Pf lor  History  of  Contractor 

Health  Care  Network  is  a  new  IPA-model  HMO  that  has  been  in  operation  for 
1  year.   Blue  Cross  and  Blue  Shield  of  Michigan  Is  a  Medicare  intermediary. 

HCFA  Project  Officer 

Jerry  Riley 
(301)  594-5989 


AJlPs  will  contract  with  HealthChoice  for  marketing  and  enrollment 
services. 

HealthChoice  will  assist  AHPs  in  entering  into  risk  contracts  with 
HCFA  and  offer  technical  assistance  on  ratesetting  and  other  factors 
necessary  for  a  competitive  health  plan.   Involvement  of  three  AHPs  is 
required  in  order  to  proceed  to  the  operational  phase. 

Length  of  Developmental  Phase 

The  developmental  phase  is  projected  for  12  months  at  which  time 
participating  area  AHPs  will  have  entered  into  risk  contracts  with 
HCFA.  HealthChoice  will  begin  the  enrollment  process  in  Phase  II. 
Phase  II  is  planned  for  3  years. 

Projected  Enrollment 

Enrollment  projected  to  be  approximately  15,000  aged  and  disabled 
beneficiaries. 

Benefit  Package 

HealthChoice  will  offer  assistance  to  each  participating  AHP  regarding 
the  development  of  an  attractive  benefit  package;  however,  the  decision 
to  offer  benefit  enhancements  beyond  the  minimum  benefit  requirements 
will  be  up  to  each  participating  AHP. 

Information  on  proposed  benefit  packages  proposed  by  each  participating 
plan  will  be  kept  confidential  from  other  participating  plans. 

Beneficiary  Costs 

Each  plan  will  develop  their  own  premium  and  copayment  requirements 
during  Phase  I. 

Marketing  Approach 

HealthChoice  proposes  to  concentrate  on  a  direct  mail  campaign 
approach  reinforced  with  outreach  efforts  to  senior  citizen  groups. 
Health  Choice  will  prepare  documents  which  explains  1)  the  role  of  the 
broker;  2)  the  differences  in  the  types  of  AHPs;  3)  a  comparison  to 
fee-f or-service;  and  4)  compare  benefits  and  costs  of  plans  offered. 

A  "voucher"  may  also  be  used  as  e  marketing  device. 

Each  AHP  may  conduct  its  own  marketing.  Marketing  material  prepared 
by  the  participating  plans  will  be  included  in  the  mailing  to 
beneficiaries. 


Contractor:   HealthChoice,  Inc. 

HCFA  Contract  No.:   500-82-0051 

Address:   426  SW  Stark,  8th  Floor 
Portland,  Oregon  97204 

Principal  Investigator:   Colleen  Cain 

Phone  No.:   503-248-3056 

Service  area  by  Counties:   Oregon:   Washington,  Multnomah 

Clackamas 

Multiple  Organizations 

Involved:  HealthChoice  will  serve  as  broker  for  at  least 

three  AHPs,  as  yet  unspecified 

Summary  Description  of  Project 

Health  Choice  proposes  to  act  as  broker  for  Medicare  beneficiaries  who 
wish  to  enroll  in  AHPs  in  tri-county  area  in  Oregon.  The  broker  will 
be  responsible  for  marketing  for  AHPs  and  will  conduct  central  enrollment 
of  area  beneficiaries.  The  broker  will  assist  AHPs  with  entering  into 
risk  contracts  with  HCFA.  A  voucher  experiment  may  be  part  of  this 
demonstration. 

Cost  or  Waiver-Only 

Cost  contract   for  4  years   ar.d  3  HiOnths 

Total   $980,646 

Phase  I  12  months  $207,795 

Phase  II       3  years  $727,767 

Phase  III     3  months  $  45,084 

Organization  Structure 

HealthChoice    is   a  recently   formed  private,    nonprofit  corporation 
under   the   direction  of   a  new   community  based  advisory   board.      Health 
Choice   evolved   from  Multnomah  County's   Project  Health  which  enrolls 
the  county's   medically   indigent   population   in  area  comprehensive 
health  plans.      A  close  association  will  be   maintained   between  Health 
Choice    and   Project   Health. 

Health  Choice,   Inc.   will  serve   as   a  broker   to  participating  alternative 
health  plans    in  the   tri-county   area. 


Enrollment 

All  enrollment  will  be  done  through  HealthCholce.   Group  counselling 
sessions  will  be  offered  concentrating  on  how  the  demonstration  will 
differ  from  the  usual  f ee-f or-service  system  and  how  the  participating 
plans  differ  among  themselves. 

Additional  individual  counselling  will  also  be  offered  by  Health- 
Choice  to  assure  informed  choice  by  the  beneficiary.  The  beneficiary 
will  be  encouraged  to  contact  the  plan  for  plan-related  questions. 
Each  plan  will  be  responsible  for  the  accretion  and  deletion  process 
of  its  enrollees. 

Risk  Reserve 

Each  plan  will  be  responsible  for  its  own  plan'  s  risk  contingencies. 

Description  of  Competitive  Environment 

The  Portland  area  has  a  high  physician  to  population  ratio  and  a  large 
number  of  hospitals  with  lengths  of  stay  that  exceed  the  norms  for  the 
West  Coast.  The  population  is  familiar  with  prepaid  delivery  systems 
because  of  the  long  invovlement  and  substantial  penetration  (20 
percent)  of  Kaiser  in  the  area.  Although  several  AHPs  have  operated 
in  the  Portland  area  in  the  past,  the  past  2  years  have  seen  all  but  two 
major  health  plans  go  out  of  business.   There  remains  interest  in  initiating 
several  new  plans  and  six  are  currently  in  various  stages  of  operation. 
The  Portland  SMSA  community  is  working  to  develop  a  grant  request  in 
response  to  the  Robert  Wood  Johnson  Foundation'  s  "Community  Programs 
for  Affordable  Health  Care." 

Prior  History  of  Contractor 

HealthChoice  is  an  independent  extension  of  Project  Health.   Project 
Health  is  a  division  of  the  Department  of  Human  Services,  Multnomah 
County.   Over  the  past  several  years.  Project  Health/Health  Choice 
have  performed  the  broker  function  for  the  medically  needy  (6,700 
enrollees),  CHAMPUS  and  is  just  beginning  for  Indochlnese  refugees 
(estimated  3,000  enrollees). 

HCFA  Project  Officer 

Nancy  Row 
(301)  594-1968 
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Contractor:   Health  Central,  Inc. 

HCFA  Contract  No.:  500-82-OOAO 

Contractor  Address:   2810  Fifty-Seventh  Avenue 

Minneapolis,  Minnesota  55430 

Project  Director:   Susan  Taylor 

Phone  No.:   (612)  574-7854 

Service  Area:   Anoka,  Ramsey,  Hennepin  counties,  Minnesota 

Multiple  Organizations  Involved:   St.  Paul  -  Ramsey  Medical  Center, 

Amherst  H.  Wilder  Foundation 

Type  of  Project:  Waiver  Only 

Description 

Under  the  demonstration,  a  consortium  of  organizations  (Health  Central, 
Inc.,  St.  Paul  -  Ramsey  Medical  Center,  and  the  Wilder  Foundation)  will 
establish  and  incorporate  a  new  alternative  health  plan,  called  the  Service 
Management  Center  (SMC).  The  consortium  members  are  all  established 
providers  of  health  services,  and  currently  operate  a  variety  of  programs  in 
geriatric  and  long  term  care. 

SMC  will  provide  comprehensive  medical  and  institutional  services  to  an 
enrolled  population  through  risk-sharing  arrangements  with  the  consortium 
members,  as  well  as  other  providers.   The  consortium  intends  to  provide  a 
generous  benefit  package,  focussing  on  social  and  long  term  care  services, 
that  will  provide  optimum  support  for  functionally  impaired  individuals. 
The  project  will  seek  to  match  services. with  the  needs  of  elderly  and 
disabled  individuals  through  appropriate  organizational  and  financing 
mechanisms.  Extensive  enrollee  cost  sharing,  case  management  and  strict 
utilization  controls  will  be  employed,  to  achieve  financial  viability.   The 
project  will  broadly  resemble  the  Social  HMO  programs  developed  by  Brandeis 
University. 

In  line  with  the  emphasis  placed  on  caring  for-  functionally  impaired 
individuals,  the  consortium  sees  the  issua  of  adverse  selection  as  being  a 
crucial  one.   During  the  demonstration,  SMC  will  develop  and  test  a  method 
of  adjusting  the  AAPCC  to  account  for  the  health  status  of  enrolled  members. 

The  developmental  phase  of  the  project  will  last  for  18  months,  with  a 
3-year  operational  period.   During  the  developmental  phase,  SMC  will 
explore  the  possibility  of  obtaining  Medicaid  participation  in  the  project. 
The  consortium  sees  the  pooling  and  coordir.ation  of  coverage  and  funding 
from  these  two  programs  as  being  a  crucial  goal  of  the  demonstration.   SMC 
will  seek  the  participation  of  other  payors  (e.g.,  titles  III,  XX). 


Organizationally,  the  SMC  will  operate  two  subdivisions  in  two  separate 
locations  in  the  Mlnneapolls/St .  Paul  area.   The  subdivisions  will  share 
the  risk  for  services  with  SMC,  which  will  enter  into  the  service  agreement 
with  HCFA.  Each  subdivision  will  enter  into  its  own  risk  sharing  contracts 
with  local  providers.   Projected  enrollment  under  the  project  is  5,000. 

Description  of  Competitive  Area 

Four  HMOs  are  currently  implementing  demonstration  projects  in  the  Twin 
Cities  area.   In  addition,  the  Ebenezer  Society  is  developing  a  Social  HMO 
in  cooperation  with  Brandeis  University. 

Prior  History  of  Contractor 

The  Service  Management  Center  has  yet  to  be  formed.   The  three  consortium 
members  are  all  established  providers  of  hospital,  nursing  home  services 
and  other  social  and  long  term  care  services  to  the  elderly. 

HCFA  Project  Officer 

Jerry  Riley 

(301)  594-5989  • 


Contractor:   Healthplans  Corporation 

Address:   3310  West  End  Avenue 

Nashville,  Tennessee   37203 

HCFA  Contract  No. :   500-82-0035 

Principal  Investigators:   Ralph  P.  Gallo 

(615)  383-0800 

Gary  Jacobs 
(305)  581-5008 

Services  Areas:   Broward  County,  Florida 

Alameda,  Contra  Costs  Counties,  California 
Cuyahoga,  Geauga,  Lake,  Loraine,  Medina, 

Summit  and  Wayne  Counties,  Ohio 
Philadelphia,  Bucks,  Chester,  Delaware, 
Montgomery  Counties,  Pennsylvania 

Multiple  Organizations  Involved:   Healthplans  will  serve  to 
coordinate  MIS  and  research  functions  for  four  of  its  HMOs: 

Healthcare  of  Broward,  Ft.  Lauderdale,  FL 
Rockridge  Health  Plan,  Oakland,  CA 
Health  Service  Plan,  Philadelphia,  PA 
Group  Health  Plan  of  Northeast  Ohio, 
Cleveland,  OH 

Summary  Description  of  Project:   Healthplans  Corporation,  an 
J-:.;?  management  and  development  company,  based  in  Nashville, 
..'i  ::.hes  to  study  the  affect  of  Medicare  enrollees  on  its  diverse 
delivery  systems  in  four  different  marketplaces.   It  also  will 
test  marketing  approaches  in  these  competitive  markets. 

Cost  or  Waiver-Only:   Waiver-only  contract  for  4  years. 

Organization  Structure:   Healthplans  Corporation  is  present 
manager,  and  in  some  cases  owner  of  thirijeen  Health  Maintenance 
organizations  located  throughout  the  United  States.   It  is  a 
for-profit  corporation.   Healthplans  provides  a  broad  range  of 
local  and  corporate  level  services,  including  marketing  and 
advertising,  finance,  MIS  and  medical  affairs.'  Each  health  plan 


has  its  own  management  staff,  with  the  CEO  of  each  reporting  to 
Healthplans  Senior  Vice  President  of  Operations.   Medicare 
enrollment  will  be  expanded  to  all  of  its  plans,  once  the  four 
initial  demonstration  contracts  are  in  place. 

Length  of  Developmental  Phase:   The  developmental  phase  is 
projected " for  9-12  months  by  which  time  the  four  designated 
health  plans  will  have  entered  into  service  agreements  with  HCFA. 
Phase  two  is  planned  for  three  ygars. 

Projected  Enrollment;   Healthcare  of  Broward  -  4,00  0  members  by 
end  of  1983.   Subsequent  year  projections  and  projections  for 
enrollment  in  the  other  three  plans  have  not  been  developed  at 
this  time. 

Benefit  Package:   Minimum  benefit  requirements  will  be  enhanced 
on  a  plan  to  plan  basis,  and  will  take  area  costs  and  competition 
into  account.  "    '>?.^-^* 

Beneficiary  Costs:  Healthcare  of  Broward  anticipates  changing 
a  monthly  fee  of  $20  per  member.  Other  plans  benefit  and  rate 
structures  are  under  development. 

Marketing  and  Enrollment  Approach:   Each  participating  plan  will 
conduct  its  own  marketing  and  enrollment.   Direct  mail,  group 
presentations,  media  advertisements  will  all  be  used  to  convey 
the  plan's  message.   Specific  strategies  are  confidential. 

Risk  Reserve:   Each  plan  will  be  responsible  for  its  own  risk 
contingencies . 

LOescription  of  Competitive  Environment:   Broward  County  is  a 
competitive  marketplace  with  several  HMOs  actively  recruiting 
Medicare  beneficiaries.   International  Medical  Centers,  Av-Med, 
and  Broward  each  have  been  awarded  Prospective  Risk  Capitation 
Demonstration  Contracts.   INA  Health  Plan,  while  it  hasn't  the 
same  form  of  incentive  contract,  nonetheless  recruits  in  the 
same  county . 

Prior  History  of  Contractor:   Healthplans  Corporation  is  two 
years  old.   However,  it  manages,  many  Federally  Qualified  Health 
Maintenance  Organization,  so  is  indirectly  involved  with  Federal 
programs.   This  award  is  the  first  direct  contract  between 
Healthplans  and  the  Federal  Government. 

HCFA  Project  Officer:    mu^^^^  o  ^^  " 
=i Tneodore  Saffran 

(301)  594-0174      '  " 


Contractor:  Maricopa  County  Department  of  Health  Services 
2601  East  Roosevelt 
Phoenix,  Arizona  85008 

Contract  No.  500-82-0042 

Project  Director:   Phyllis  Bredess 

Phone:  602-275-9641 

Service  Area  by  County:   Maricopa  County 

Multiple  Organizations:  This  is  a  single  HMO  project. 

Cost  or  Waiver-Only:   Waiver  Only 

Summary  Description  of  Project 

The  Maricopa  County  Department  of  Health  Services  (MCDHS)  has  established 
an  Alternative  Health  Plan,  which  is  enrolling  Medicaid  eligibles  under  the 
Arizona  Alternative  Health  Care  Cost  Containment  System  (AHCCCS).   MCDHS 
plans  to  offer  enrollment  also  to  Medicare  beneficiaries.   MCDHS  will 
receive  95  percent  of  the  AAPCC  and  charge  a  monthly  premium.  They  will 
provide  an  expanded  benefit  package,  including  expanded  long  term  care 
services. 

Organizational  Structure 

The  Maricopa  County  Department  of  Health  Services  is  a  large  complex  delivery 
system  which,  prior  to  the  AHCCCS  program,  had  sole  responsibility  for 
providing  medical  care  for  the  county  indigent  population  and  for  programs 
to  protect  the  health  of  the  general  public.  The  Department  has  two  major 
oj>erating  divisions:  Maricopa  County  General  Hospital  and  the  Division  of 
Public  Health.  ^ 

The  Maricopa  County  General  Hospital  is  a  495-bed  teaching  hospital  with 
graduate  and  postgraduate  medical  education  programs.   The  Division  of 
Public  Health  includes  Community  Health  Services,  Environmental  Health 
Services,  Long  Term  Care,  Home  Health  Care,  the  Correctional  Medical 
Program  and  the  Primary  Care  Centers.   The  primary  care  centers  are  the 
entry  point  into  the  County  Health  system,  and  the  delivery  of  multiple 
health  care  services  is  integrated  into  these  -centers.   A  balanced  program 
of  family  oriented  preventive  and  curative  outpatient  services  is  provided 
by  each  primary  care  center. 


Maricopa  County  has  been  selected  to  become  a  capitated  AHCCCS  provider. 
They  will  establish  a  capitated  delivery,  using  Maricopa  County  General 
Hospital,  a  network  of  nine  primary  care  centers,  a  licensed  home 
health  agency  operated  by  the  county,  and  both  "dedicated"  and  "contract" 
nursing  home  facilities. 

Projected  Enrollment 

Maricopa  County  anticipates  60,000  individuals  will  enroll  in  MCDHS  in 
the  first  year  of  the  AHCCCS  program.   No  specific  estimates  are 
provided  for  the  enrollment  of  the  Medicare  population. 

Benefit  Package 

MCDHS  Intends  to  offer  a  comprehensive  range  of  benefits  Including  the 
nursing  ser\'lces  typically  associated  with  long  term  care  and  not 
covered  by  Medicare.  Additional  benefits,  such  as  periodic  check-ups, 
hearing  evaluations,  health  education,  eye  care,  limited  dental  care 
and  limited  prescription  drugs  are  planned. 

Beneficiary  Cost 

MCDHS  plans  to  charge  a  monthly  premium.  The  amount  will  be  established 
after  detailed  analysis  is  completed. 

Marketing  Approach 

Initial  marketing  will  be  directed  at  persons  currently  using  the  county 
system.  This  will  be  done  through  an  internal  mass  mailing  and  community 
meetings.   Selective  communities  will  be  identified  for  intensive 
marketing  effort.  Mailings  to  HCFA  beneficiaries  are  planned. 

Enrollment 

Because  MCDHS  is  a  public  provider,  a  continuous  open  enrollment  is  planned. 

Risk  Reserve 

MCDHS  does  not  describe  their  risk  reserve  system. 

Description  of  Competitive  Environment 

The  proposal  did  not  provide  a  detailed  description  of  the  competitive 
environment.  The  introduction  of  the  AHCCCS  program  assures  that  there  will 
be  increased  activity  in  the  public  and  private  sector  to  Introduce  new 
capitated  delivery  systems.  There  are  currently  five  capitated  AHCCCS 
providers  in  Maricopa  County. 

HCFA  Project  Officer 

Sidney  Trieger 
301-594-8724 


GontractxDr:  MD  -  Individual  Practice  Association,  Inc. 

HCFA  Contract  No.:   500-82-0031 

Oontractor  Mdress:  451  Hungerford  Drive, 

Suite  600 
Pockville,  Maryland  20850 

Principal  Investigator:  Gino  A  Nalli,  Executive  Director 

Phone  No.:   (301)  762-8205 

Service  Area:  L^per  portion  of  Washington,  D.C. ,  Nbntgomery  County,  portions 
of  Frederick,  Prince  Georges,  and  Howard  Counties,  Maryland 

Multiple  Organizations 

This  contract  is  with  MD- Individual  Practice  Association  (IPA)  and  no  other 
organizations  are  involved. 

Cost  or  Waiver-only 

This  is  a  waiver-only  contract. 

Description  of  Project 

MD-IPA  is  a  federally  qualified  individual  practice  association  type  health 
maintenance  organization.  As  an  individual  practice  association,  MD-IPA 
provides  services  through  a  decentralized  netwDrk  of  primary  care  physicians 
and  other  referral  providers.  The  health  plan  has  been  operational  since 
January  1981  and  received  Federal  qualification  in  November  1981.  The  Plan 
contracts  with  over  250  physicians  with  over  300  physician  office  sites 
available  as  well  as  6  hospital  locations.  The  plan  had  over  5,000  enrollees 
as  of  July  1,  1982.  Member  access  is  provided  through  only  two  corridors: 
for  nonemergency  services,  through  the  primary  care  physician  (defined  as 
pediatricians,  internists,  general  practitioners,  family  practitioners  and 
obstetricians  and  gynecologists) ,  and  in  cases  of  energency,  through 
institutional  emergency  rooms.  Primary  care  physicians  are  reimbursed 
according  to  a  monthly  capitation,  not  fee-f or- service.  The   capitation  is 
age/sex  adjusted.  This  payment  represents  full  prospective  corpensation  for 
services  provided  and  is  not  utilization  sensitive.  The  purpose  of  this 
demDnstration  is  the  development  of  a  oonpetitive  alternative  health  plan 
v^ich  can  be  adequately  funded  by  95  percent  of  the  AAPCC. 

Organizational  Structure 

Ihe  health  plan  is  ccxiprised  of  two  corporate  structures:  the  MD-IPA  and 
the  Montgomery  County  Individual  Practice  Association,  Inc.  (MCIPA) . 


In  general,  MD-IPA  provides  marketing,  general  administrative  and 
institutional  services.  MCIPA  provides  physician  and  non  physician 
provider  services  as  well  as  non  institutionally  based  ancillary  services. 
ND-IPA  and  MCIPA  share  iipatient  hospital  surpluses  and  deficits  according 
to  a  specific  formula. 

liength  of  Developmental  Phase 

Phase  I  is  scheduled  for  12  months  and  is  to  be  ooirpleted  by 
September  30,  1983  with  enrollment  of  beneficiaries  to  begin  on 
November  1,  1983. 

Projected  Enrollment  by  Year 

The  enrollment  is  projected  to  be  3,500  for  the  first  year  increasing  to 
10,000  for  the  last  year  of  the  demonstration.  Ihe  projected  enrollment 
is  drawn  from  a  imiverse  of  70,000  eligible,  the  Medicare  population  of 
the  Service  Area. 

Market  j^roach 

The  marketing  approach  will  consist  of  mailouts  from  HCFA,  a  media  canpaign, 
health  fairs  and  neetings  with  various  retirement  clubs'  and  associations . 
MD-IPA  will  contact  all  of  its  current  cost  based  contract  beneficiaries 
(estimated  to  be  1,000  by  4/1/83)  and  atteirpt  to  convert  them  to  the  risk 
contract. 

Benefit  Padcaae 

-  ■   —  -  -> 

One  benefit  package  will  be  offered  to  ivtedicare  recipients.  It  will  cover 
the  standard  Medicare  benefits  plus  scane  enhanced  benefits.  The  enhanced 
benefits  will  be  selected  during  Phase  I  after -the  cost  of  each  is 
actuarially  determined  and  each  has  been  analyzed  for  inclusion  in  the 
package.  At  a  minimum,  the  following  benefit  enhancements  will  be 
considered:  elimination  of  the  Part  B  deductible,  oopayments  and  disallowed 
charges,  elimination  of  Part  A  deductibles,  prescription  drugs,  dental, 
eye  refraction,  routine  physical  exams,  outpatient  psychiatric  care, 
skilled  nursing  hcxne  (elimination  of  the  prior  three  day  hospital  stay) , 
enhancements  to  the  long  term  care  benefit  via  risk  agreements  with 
providers. 

Risk  Reserve 

fbr  primary  care  physicians,  monthly  c^itation  payments  are  reduced  by 
20  percent,  and  for  non  primary  care  physicians,  payments  are  reduced  by 
15  percent  to  fund  general  areas  of  exposure.  Surpluses  and  deficits  are 
distributed  according  to  the  percentage  of  total  dollars  paid  into  the 
risk/incentive  pool  by  the  individual  physician. 


I 

I 

In  addition,  each  primary  care  physician  has  a  specific  account  established 

for  referral  services.  This  account  is  debited  for  each  of  these  services 

provided  to  a  member.  At  the  end  of  a  six  month  period,  any  surplus  in  the        I 

account  is  returned  to  the  physician.  A  stop- loss  is  in  effect  after  $500         * 

per  six  month  period  for  any  patient  on  a  primary  care  physician's  panel. 

The  provision  is  in  effect  for  panels  of  less  than  50  enrollees  for  an 

individual  physician  and  100  enrollees  for  a  groijp  practice.  For  panels 

larger  than  50,  or  100  for  a  group  practice,  the  stop- loss  is  in  effect 

after  $5,000  per  six  month  period  per  patient. 


I 


Stop-loss  coverage  through  a  private  insurance  policy  will  be  purchased, 

if  it  is  available.  A  second  alternative  is  entering  into  a  pool  arrangement 

with  other  demonstration  projects.  If  this  is  not  possible,  an  agreement  I 

with  HCFA  to  serve  as  the  "insurance  carrier"  with  MD-IPA  receiving  a  i 

premium  sonewhat  less  than  95  percent  of  the  AAPCC  v*iere  the  difference 

vrould  be  used  to  fund  HCFA's  exposure  will  be  e^lored.  All  of  these 

options  will  be  considered  during  Riase  I. 

Beneficiary  Posts 

A  prospective  and  annually  guaranteed  premium  will  be  established  based 
on  a  definite  benefit  package. 

Description  of  Gcgipetitive  Environment 

MEKIPA  is  located  in  a  HCFA  designated  corpetitive  ccmnunity.  For  the 
principal  area  served  by  MD-IPA,  (Montgomery  County,  Maryland) ,  the 
monthly  per  capira  cost  estimated  for  aged  beneficiaries  is  projected  to 
be  approximately  $180  per  month  in  1983;  over  60  percent  more  than  in  1980. 
This  projection  does  not  ii'iclude  associated  deductible,  coinsurance  or 
other  non  covered  charges. 

MD-IPA  will  research  the  existing  ocaipetition  in  the  service  area.  The 
review  will  include  Blue  Cross /Blue  Shield,  HMOs  and  other  insurance 
ocjipanies.  The   research  will  identify  premiums,  benefits,  exclusions  and 
other  relevant  materials.  Plan  personnel  will  review  benefit  packages 
being  offered  by  HMOs  previously  in\7olved  in  risk  demonstrations  and  the 
plan  will  discuss  advantages  and  disadvantages  of  the  benefit  packages  with 
each  HMD.  Additionally,  the  Plan  will  research  v^ch  benefits  are  more 
attractive  to  the  Medicare  beneficiary. 

Prior  History  of  Contractor 

MD-IPA' s  previous  contracting  e3^)erience  has  been  limited  to  grant  proposals 
v^ich  funded  its  development.  They  have  a  cost  based  contract  with  HCFA 
that  became  effective  11/1/82. 

HCFA  Project  Officer 

John  F.  Meitl 
(301)  594-1719 


Contractor:   Metropolitan  Health  Council  of  Indianapolis,  Inc. 

HCFA  Contract  No.:   500-82-0034 

Address:   931  East  86th  Street,  Suite  200 
Indianapolis,  Indiana  46240 

Principal  Investigator:   David  Kelleher 

Phone  No.:   (317)  257-2227 

Service  Area  by  Counties:   Marion,  Boone,  Hamilton,  Hancock,  Hendricks, 

Johnson,  Morgan,  Shelby 

Multiple  Organizations  Involved:   Metro  Health  Council  operates  four  medical 

offices  in  all  areas  of  town:   Metro- 
Speedway  (West),  Metro-Glendale  (North), 
Metro-Franklin  Road  (East) ,  and  Metro- 
Turtle  Creek  Drive  (South).   The  hospital 
they  are  using  for  Medicare  enrollees  is  a 
teaching  hospital,  Methodist  Hospital  of 
Indiana,  Inc. 

Summary  Description  of  Project 

Metropolitan  Health  Council  of  Indianapolis  (Metro  Health  Plan)  is  a  staff 
model  federally  qualified  HMO,  not-for-profit,  which  has  been  operational 
since  1974.   They  have  had  a  Medicare  cost  contract  since  1979  and  presently 
have  a  membership  of  33,000  including  500  Medicare  enrollees.   In  this 
demonstration,  the  HMO  will  use  one  large  teaching  hospital  exclusively  for 
its  Medicare  enrollees  and  will  implement  a  ris^  sharing  arrangement  with 
the  hospital  under  which  the  hospital  will  receive  a  flat  percentage  of 
the  AAPCC. 

Cost  or  Waiver-Only 

Waiver -only  contract  for  60  months 

Phase  I    7  months  -  Developmental 
Phase  II   50  months  -  Implementation 
Phase  III   3  months  -  Conversion 

Organizational  Structure 

Metro  Health  Plan  (MHP)  is  a  staff  model  HMO  which  practices  in  four  sites 
and  uses  25  salaried  physicians  on  staff  and  capitation  agreements  for 
ophthalmology,  orthopedics,  urology,  and  dermatology.   Mid  level  providers 
such  as  physician  assistants  and  nurse  practitioners  are  included  and  each 
site  has  lab.  X-ray,  pharmacy  and  optometry  services  available.   For  current 
members  they  use  three  hospitals  but  for  the  demonstration  one  hospital, 
Methodist  Hospital,  for  the  Medicare  enrollees  will  be  used.   The  hospital  will  be 
compensated  on  a  modified  capitation  with  risk  sharing  basis  for  all  Medicare 
Part  A  services. 


Length  of  Developmental  Phase 

The  developmental  phase  is  projected  to  be  relatively  short,  only  7  months 
during  which  time  Methodist  Hospital  will  enter  into  a  capitation  agreement 
with  MHP.   MHP  expects  to  be  enrolling  beneficiaries  in  February  1983  and 
providing  services  by  May  1983. 

Projected  Enrollment 

Of  its  current  33,000  membership,  500  are  Medicare  beneficiaries.   MHP 
hopes  to  enroll  2,200  more  Medicare  beneficaires  in  the  first  3  months  of  the 
marketing  campaign  and  thereafter  enroll  Medicare  beneficiaries  at  the  rate 
of  400/quarter,  culminating  in  a  grand  total  of  9,040  by  1987  (1,600  per 
year). 

Benefit  Package 

MHP  has  been  offering  its  Medicare  enrollees  two  options:   a  basic  option  of 
regular  Medicare  benefits  plus  deductibles  and  copayments,  or  a  high  option 
which  includes  the  basic  package  plus  supplemental  benefits.   For  the 
demonstration,  they  will  offer  only  a  one  option  Part  A  &  B  benefit  package 
which  locks  the  beneficiary  into  the  plan,  does  not  increase  the  allowable 
hospital  days,  does  not  require  3-day  prior  hospitalization  for  admission 
to  an  SNF,  covers  Home  Health  Services,  does  not  require  copayments  for 
office  visits,  lab  or  X-ray  services.   Additionally,  supplemental  preventive 
benefits  of  routine  physicals,  immunizations,  eye  exams,  eyeglasses  (with 
minimal  copay) ,  prescription  drugs  (with  maximum  copay  of  $5.00  per 
prescription  or  refill),  mental  health  outpatient  visits  of  up  to  20  per 
year  (with  a  minimal  copay) . 

Beneficiary  Costs 

The  plan  will  develop  their  premium  and  copayment  requirements  during 
Phase  I. 

Marketing  Approach 

MHP  plans  to  offer  their  benefit  package  at  a  price  lower  than  the  present 
insurance  competition,  principally  Blue  Cross/Blue  Shield.   Their  advertising/ 
promotion  campaign  initially  will  employ  a  staff  of  two,  one  of  which  is  a 
current  Medicare  MHP  member  as  a  marketer,  in  addition  to  instructing  full 
time  staff  members  to  be  well  informed  and  to  educate  incoming  enrollees. 
A  personal  selling  approach  will  be  employed  and  includes  the  following 
techniques:   retiree  clubs,  senior  luncheon  programs  and  clubs,  church 
group,  door-to-door,  MHP  information  centers,  health  fairs,  senior  housing 
complexes,  and  telephone  inquiries. 


In  addition,  advertising  will  be  conducted  via  television  and  a  home 
mailing  (by  HCFA  -  p. 29).   Television  campaign  would  be  2  weeks,  then  a 
2-weGk  geographically  targeted  home  mailing  -  alternating  this  sequence  for 
12  Wfeeks.   It  will  conclude  with  newspaper  advertising.   Throughout  this 
time,  the  marketing  staff  will  conduct  open  house  tours  at  the  four  sites. 

Enrollment 

Initially,  beneficiaries  will  be  allowed  to  enroll  monthly  until  October 
1983.   Subsequent  enrollments  will  be  quarterly,  to  coincide  with  Blue  Cross/ 
Blue  Shield  open  enrollment  periods.   Prior  to  signing  the  enrollment  form, 
staff  will  conduct  orientation  sessions  to  explain  all  conditions  and 
limitations  of  membership.  After  enrolling,  members  will  receive  materials 
including  a  Plan  ID  card,  a  handbook,  a  summary  of  benefits,  and  a  payment 
coupon  book . 

Risk  Reserve 

The  plan  has  taken  out  reinsurance  to  protect  against  catastrophic  losses. 

Description  of  Competitive  Environment 

Although  MHP  is  not  in  a  designated  competitive  area,  their  major  competition. 
Blue  Cross,  enrolls  65  percent  of  the  Medicare  population  in  Indiana. 
Recently  Blue  Cross  announced  the  formation  of  a  new  IPA  model  HMO  for 
Indianapolis.  Other  competitors  include  Maxicare,  with  a  prepaid  system. 

Prior  History  of  Contractor 

Metropolitan  Health  Council  has  had  a  cost  contract  with  Medicare  since 
October  1979,  has  been  federally  qualified  since  1977,  and  is  familiar  with 
Medicare  cost  reports  and  method  of  payments.   They  participate  in  the 
Federal  Employees  Health  Benefit  Program  (since  November  1977)  and  currently 
carry  4,000  Federal  members.   Additionally,  MHP  received  an  Urban  Health 
Initiaitve  Grant  from  1974-1981  from  PHS,  Regional  Office  V  to  total 
$3,200,000  in  grant  funds. 

HCFA  Project  Officer 

Shelagh  Smith 
(301)  594-1964 


Contractor:   Rhode  Island  Group  Health  Association,  Inc. 
530  North  Main  Street 
Providence,  Rhode  Island  02904 

Contract  No.  500-82-0033 

Principle  Investigator:   Debra  L.  Lowry 
Phone   :   (401)  331-3000 


Service  Area  by  County: 

Rhode  Island:   Bristol,  Kent,  Newport,  Providence,  Washington 
Southeast  Massachusetts:   Bristol,  Middlesex,  Norfolk,  Worcester 

Multiple  Organizations  (if  any):  None  (this  is  a  single  HMO  project) 

Cost  or  Waiver-Only:   Waiver-Only 

SUMMARY  DESCRIPTION  OF  PROJECT  PLAN  65 

RIGHA  is  an  11  year  old,  staff  model,  federally  qualified  health  maintenance 
ogranization  serving  Rhode  Island  and  a  portion  of  southeastern  Masachusetts. 
Under  this  contract  RIGHA  plans  to  compete  for  area  beneficiaries  by 
offering  an  enhanced  benefit  package  for  lower  premium  than  offered 
elsewhere  in  the  community.   RIGHA  will  accept  95  percent  of  the  AAPCC. 
RIGHA  has  a  cost  contract  with  current  enrollment  of  2,000  members. 
Thirty-nine  percent  of  these  members  are  enrolled  through  employer 
groups. 

Organizational  Structure 

RIGHA  is  a  nonprofit  organization  with  three  ambulatory  care  centers  in 
Providence,  Rhode  Island;  Warwick,  Rhode  Island;  and  Plainville,  Massachusetts. 
RIGHA  has  affiliations  with  11  hospitals  and  employs  35  full-time  physicians 
and  dentists  as  well  as  other  health  professionals. 

Length  of  Developmental  Phase 

Effective  date  of  enrollment  Phase  I  Developmental  Period  September  28, 
1982  through  June  30,  1983. 


Projected  Enrollment 


Projected  Enrollment 


Operational  Year  1        Start  7/1/83  2,480 

Operational  Year  2  3,720 

Operational  Year  3  4,960 

RIGHA' 8  Plan  65  enrollment  goal  is  to  equal  rate  of  Medicare  in  State  i.e., 
13.4  percent  of  population. 


Benefit  Package 

For  A   premium  (to  be  developed  during  the  developmental  period)  the 
benefit  package  will  include,  in  addition  to  the  traditional  Medicare 
benefits,  no  copayments  and  deductibles,  physical  exams,  eye  exams, 
outpatient  diagnostic  testing  (X-ray,  labwork,  etc.)  durable  medical 
equipment,  social  services,  patient  education,  plus,  for  a  small  copay, 
outpatient  prescription  drug  and  medication. 

Beneficiary  Costs 

Drug  copay  and  monthly  premiura  to  be   developed  during  Phase  I. 

Marketing  Approach 

RIGHA  will  present  information  on  their  plan  at  community  information 
meetings/open  houses;  through  local  senior  citizen  networks;  through 
industrial  and  government  retirement  group  seminars;  mailings  to  eligible 
enrollees  (with  HCFA  assistance). 

An  advertising  campaign  through  radio  and  newspaper  will  be  initiated. 

Enrollment 

A  continuous  annual  open  enrollment  will  be  coordinated  with  other  AHPs  in 
the  area.   RIGHA  will  not  enroll  beneficiaries  with  ESRD. 

Risk  Reserve 

RIGHA  requests  a  loss  sharing  arrangement  for  the  first  year  in  the  event 
of  substantial  losses.   RIGHA  is  pursuing  reinsurance  for  stop  loss 
coverage.   If  it  is  obtained  HCFA  loss  sharing  will  not  be  requested. 

Description  of  Competitive  Environment 

Persons  65  and  over  comprise  13.4  percent  of  the  Rhode  Island  population 
either  through  cost  contract  or  f ee-f or-service.   Rhode  Island  Blue  Cross 
markets  its  65  Plus  Plan  to  the  same  population  as  RIGHA,  except  S  .E . 
Massachusetts.   Other  competitive  plans  in  the  area  are  not  known. 

Prior  History  of  Contractor 

RIGHA  was  the  first  federally  qualified  HMO  in  the  country.   Currently 

has  35,000  prepaid  enrollees  and  services  5,000  people  on  a  f ee-f or-service 

basis. 

HCFA  Project   Officer:      Nancy  Row 

(301)    594-1968 


Contractor:      Watts  Health  Foundation 

d.b.a.    United   Health   Plan 

10300   Conpton  Avenue 

Los   Angeles,    California     90002 

Contract  No.:      500-82-0043 

Project  Director:      Dr.   Clyde  W.   Oden 

(213)    564-4331 

Service  Area:      Los  Angeles  County,   Orange  County 

Cost:      Waiver-Only  project 


Description 

United  Health  Plan,  (UHP)  will  implement  its  competitive  demonstration 
through  a  contract  with  HCFA  to  provide  Medicare  beneficiaries  in  the 
Los  Angeles-Orange  County  area  with  a  comprehensive  set  of  benefits 
covering  physician  services,  hospitalization,  and  other  medical  services. 
Reimbursement  for  services  will  be  prospectively  determined  on  a  per 
capita  basis.   In  return  for  this  capitation  payment,  UHP  will  also 
provide  all  administrative,  marketing,  quality  assurance,  and  utilization 
control  functions  required  under  this  contract. 

Organizational  Structure 

Health  services  will  be  delivered  through  the  Watts  Health  Center 
Medical  staff  and  contractual  arrangements  with  medical  groups  located 
throughout  the  service  area.   Inpatient  care  will  be  provided  in  nine 
area  hospitals  contracting  with  UHP.   Physicians  services  are  provided 
through  contracts  with  10  medical  groups.   Long  terra  care  services  are 
available  through  four  facilities  under  contract;  mental  health  service 
through  one  facility  under  contract.   In  addition,  UHP  is  investigating 
the  feasibility  of  developing  a  hospice  program. 

Funds  coming  to  UHP  from  HCFA  and  beneficiary  premiums  will  be  distributed 
to  providers  in  the  form  of  a  capitation  payment,  fixed  fee  or  some 
combination.   A  percent  of  total  premiums  will  be  withheld  to  cover 
administrative  expenses. 

Length  of  Developmental  Phase 

The  developmental  phase  is  estimated  to  be  6  months,  with  enrollment 
beginning  in  March  1983. 


Projected  Enrollment 

UHP  projects  to  enroll  4,000  Medicare  beneficiaries  in  the  first 
operational  year  and  expand  to  10,000  beneficiaries  by  the  third  year  of 
the  demonstration. 

Benefit  Package 

UHP  is  proposing  a  basic  package  to  Include  the  current  requirements 
under  Parts  A  and  B  and  additional  selected  services.   Copayments  and 
deductibles  would  not  be  required.   Optional  packages  will  also  be 
offered  which  provide  Parts  A  and  B  and  physician  services  not  covered 
under  the  basis  package,  dental  care,  prescription  drugs,  eye  glasses, 
and  hearing  aids. 

Beneficiary  Cost 

It  is  anticipated  that  UHP  will  bill  Medicare  beneficiaries  for  an  as 
yet  to  be  determined  premium  amount  on  a  quarterly  basis.   The  plan  will 
eliminate  deductible  and  coinsurance  amounts  under  Medicare. 

Marketing  Approach 

UHP  will  undergo  a  comprehensive  marketing  campaign  to  enrollees  which 
have  been  identified  through  HCFA.   Methods  of  marketing  will  include 
mailings  of  promotional  material,  newspapers,  TV  and  radio.   A  Medicare 
hotline  will  be  established  upon  implementation  of  the  demonstration. 

Enrollment 

UHP  plans  to  hold  quarterly  30-day  open  enrollment  periods. 

Risk  Reserve 

UHP  will  accept  a  prospective  capitation  rate  of  95  'percent  of  the 
AAPCC.   UHP  has  purchased  reinsurance  which  includes  individual  stop-loss 
on  all  plan  members  and  insolvency  insurance. 

Description  of  Competitive  Environment 

Residents  of  Los  Angeles  and  Orange  Counties  are  currently  served  by  14 
prepaid  health  plans,  of  which  nine  are  Federally  qualified  HMOs.   In 
combination,  these  plans  control  a  20  percent  share  of  the  two-county 
market,  although  more  than  three-fifths  of  this  amount  belongs  to  the 
Kaiser  Foundation  Health  Plan.   Southern  California  has  led  the  nation 
in  Medicare/Medicaid  enrollment  in  HMOs.   Medicare  market  penetration  by 
HMOs  is  approximately  14  percent  compared  to  a  national  average  of  about 
2  percent. 


Prior  History  of   Contractor 

Watts  Health  Foundation  has   provided  health   services   to   the  Los  Angeles 
County   conmunity   since    1967.      The  plan  presently  operates   a  broad   range 
of   health   service   programs   servicing  over   50,000  residents.      Among   the 
programs   under   the  WHF  umbrella    is    the  United  Health  Plan,    a  Knox-Keen 
State   certified  HKO  with  22,000  enrollees.      UHP  became  Federally  qualified 
on  November  8,    1982.      Traditionally,    those  who  have   been  served  by  UHP 
are   those  who  are  categorically   eligible   for  Medicaid. 

HCFA  Project   Officer 

Eric  Nevins 
(301)   594-1962 


Contractor:   U.S.  Health  Care  Systems,  Inc. 

UC^h   Contract  No:   500-82-0032 

Contractor  Address:   USHCSI 

2500  Maryland  Road 

Willow  Grove,  Pennsylvania  19090 

Principal  Investigator:   Lawrence  Longacre 

Phone  Number:   (215)  659-7300 

Service  Areas  by  County:   In  Pennsylvania  -  Bucks,  Chester,  Philadelphia, 

Delaware,  Montgomery,  Lehigh,  Northampton 
In  New  Jersey:   Gloucester,  Camden,  Burlington, 
Mercer,  Middlesex,  Monmouth 

Multiple  Organizations  Involved:   Milliman  and  Robertson  Consulting  Actuaries 

are  developing  an  analysis  of  HMO  of 
Philadelphia's  program  to  predict  future 
trends 

Summary  Description  of  Project 

United  States  Health  Care  Systems,  Inc.  (USHCSI)  is  a  federally  qualified  HMO 
doing  business  as  an  IPA,  the  HMO  of  Pennsylvania  with  105,000  enrollees,  of 
which  1,000  are  Medicare  enrollees.   They  are  planning  to  demonstrate  that 
the  relationship  of  the  Medicare  patient  with  the  primary  physician  will 
reduce  duplication  of  physician  services,  will  lower  incidence  of  hospitali- 
zation and  therefore  reduce  medical  costs.   (Primary  physicians  in  HMO  of  Pa. 
are  paid  on  a  capitation  basis  with  financial  incentives  and  risk  sharing.) 
An  expanded  benefit  coverage  package  including  ambulatory  diagnostic  laboratory/ 
radiology,  preventive,  vision  care,  annual  physical  evaluation,  SNF  and  home 
help  care  is  to  be  offered  on  a  capitation  basis  as  an  incentive  to  attract 
7,000  more  Medicare  beneficiaries. 

Cost  or  Waiver-Only 

Waiver-only  for  5  years  from  September  27,  1982  to  September  27,  1987. 

Phase  I    9  months 
Phase  II   4  8  months 
Phase  III   3  months 

Organizational  Structure 

Health  services  will  be  provided  by  USHCSI  through  contractual  arrangements 
with  the  IPA,  physicians,  hospitals  and  with  other  health  providers  for  SNF 


and  Home  Health/Agency  Services. 

The  IPA  consists  of  280  primary  care  physicians  staffing  173  privately  owned 
medical  offices  and  contracts  with  1,500  specialists.   Primary  physicians 
receive  a  fixed  monthly  fee  based  upon  the  age  of  each  member.   The  physician 
provides  all  necessary  routine  and  preventive  medical  care.   The  capitation 
payment  spreads  the  risk  of  medical  care  costs  between  the  HMO  and  primary 
physician,  and  thus  the  physician  is  eligible  to  share  in  any  hospital  or 
specialist  fund  surpluses  as  well  as  share  in  the  risks. 

Length  of  Developmental  Phase 

The  design  and  operational  testing  phase  is  projected  for  the  first  12  months 
of  the  project.   Enrollment  will  begin  after  10  months,  in  July  1983.   Phase  II 
is  planned  for  4  years  and  Phase  III  for  3  months. 

Projected  Enrollment 

Enrollment  of  the  Medicare  population  is  projected  to  be  no  more  than  5 
percent  of  the  company  total  projected  1983  total  non-Medicare  enrollment* 
for  1983  the  limit  on  Medicare  enrollment  is  7,000. 

Benefit  Package 

HMO  of  Pennsylvania  will  provide  comprehensive  Medicare  benefits.  Part  A  and  B, 
supplemental  coverage  to  pay  all  coinsurance  and  deductible  amounts,  and  in 
addition,  a  full  expanded  benefit  package  consisting  of  an  extra  30  days  hospi- 
talization beyond  the  lifetime  reserve,  and  SNF  for  160  days  per  benefit 
period  (without  prior  hospitalization  necessary),  home  health  care  and  emergency 
care. 

Ambulatory  expanded  benefits  include  annual  health  evaluation,  diagnostic 
X-rays  and  lab  tests,  preventive  immunizations  including  influenza,  hearing 
exams,  drug/alcohol  abuse  treatment,  and  annual  eye  exams. 

Beneficiary  Costs 

The  Financial  Director  of  USHCSI  will  develop  the  premium  and  submit  it  to  the 
Pennsylvania  Insurance  Department  for  approval  in  the  months  4-6  of  Phase  I  of 
the  project. 

Marketing  Approach 

Seven  counties  in  Pennsylvania  (Bucks,  Chester,  Delaware,  Lehigh,  Montgomery, 
Northampton,  and  Philadelphia)  and  six  in  New  Jersey  (Gloucester,  Camden, 
Burlington,  Mercer,  Middlesex  and  Monmouth)  will  receive  a  direct  marketing 
approach  which  includes  television  and  radio  commercials,  billbdards,   and 
town  meetings.   Targeted  groups  include  the  annuitants   of  the  1,600  employers 
that  currently  have  contracts  with  USHCSI,  senior  citizens  social  and  community 
groups,  and  mailing  literature  to  all  Medicare  eligible  beneficiaries  in  the 
service  area.   USHCSI  requests  that  HCFA  either  mail  the  marketing  literature 
or  provide  the  company  with  a  list  of  beneficiaries. 


Enrol Imgnt 

USHCSI  will  maintain  an  ongoing  open  enrollment  period  from  the  commencement 
of  the  demonstration  program  until  enrollment  reaches  5  percent  of  the 
Company's  total  enrollment;  based  on  1983  projections  of  135,000, the  limit 
for  Medicare  beneficiaries  is  7,000.   After  that  limit  is  reached,  they  will 
have  an  open  enrollment  period  of  at  least  1  month  annually. 

Risk  Reserve 

USHCSI  has  obtained  stop-loss  reimbursement  from  Employers  Reinsurance 
Corporation  to  protect  subscribers  and  the  company  against  catastrophic  claims. 
In  addition,  20  percent  of  the  primary  physicians  per  capita  payment  is  retained 
by  the  HMO  to  protect  it  against  losses. 

Description  of  Competitive  Environment 

USHCSI  is  an  Individual  Practice  Association  (IPA)  model  of  private  physicians 
in  the  Philadelphia  area,  the  fourth  largest  marketplace  in  the  country. 

Prior  History  of  Contractor 

USHCSI  is  a  federally  qualified  HMO  which  entered  into  a  cost-basis  HMO 
Medicare  contract  with  HCFA  in  1978.   The  company  has  had  almost  10  years  of 
experience  with  a  capitation  payment  system  in  the  Greater  Philadelphia  area. 

HCFA  Project  Officer 

Shelagh  Smith 
(301)  594-1964 
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The  statements  and  data  contained  in  this  internal  worl<ing  paper  are 
solely  those  of  the  authors  and  do  not  express  any  official  opinion  of 
or  endorsement  by  the  Health  Care  Financing  Administration. 


Department  of  Health  and  Human  Services 

Health  Care  Financing  Administration 

Office  of  Research  and  Demonstrations 

6325  Security  Blvd. 

Baltimore,  MD  21207 


